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To  the  Contjreux  of  the  United  Statex: 

As  tho  yi'iir  lJUT  ()|h*iis  Aiiiericii  has  never  been  so  strong  or  so 
prospei’uus.  Sov  have  our  j>ros|)ects  ever  been  brighter. 

V(*t  in  the  luiiuls  of  a  great  many  of  us  there  is  a  fear  of  another 
(lepiessiou.  the  htss  of  our  jobs,  our  farms,  our  l)usinesses. 

l)Ut  .\merica  was  not  laiilt on  fear,  .\merica  was  Imilt  on  courage, 
on  imagination  ami  an  unlnaitahle  (lettuiuination  to  do  the  job  at 
hand. 

'I’Ik'  job  at  hand  today  is  to  see  to  it  tliat  America  is  not  ravaged 
by  r(‘cui  ring  (h-prc'ssions  and  long  periods  of  unem|)loyment,  but  that 
iii'tead  we  build  an  economy  so  fruitful,  so  dytuimic,  so  progressive 
that  each  citi/.eii  can  count  ui)on  opportunity  and  security  for  liim- 
.^elf  and  his  family. 

Nor  is  pi-osperitv  in  the  United  States  important  to  the  .Vmerican 
people  aloiu*.  It  is  tin*  foundation  of  world  prosperity  ami  world 
pt‘ac(“.  And  the  world  is  looking  to  us, 

1  b(*rK>ve  that  the  American  jieople  have  the  wisdom  and  the  will  to 
use  our  abundant  ic'soiirces  so  that  all  may  pi-osper.  I  reject,  and 
1  know  the  .Vmeiican  peoph*  reji'ct,  the  notion  that  we  must  have 
another  depression.  1  am  not  referring  to  minor  detours  and  humps 
in  the  road  aluaid  thest*  we  Icnow  we  shall  hav<*.  I  am  referring  to 
economic  collapse  and  stagnation  such  as  starteil  in  This  need 

not  happen  again,  and  nn/xt  not  hap|)en  again. 

'I'lie  Congress  passed  the  Kmployment  .Vet  of  lOKlby  an  overwhelm¬ 
ing  bipartisan  vote.  'This  Act  wisely  provided  for  a  Council  of  Eco¬ 
nomic  .Vdvisers  to  the  President,  men  who  as  a  result  of  training, 
experience,  and  attainments  are  exceptionally  <|ualified  to  analyze 
and  int(*rpret  economic  developments,  to  appraise  programs  and 
activities  of  the  (iovernment  and  to  formulate  and  recom¬ 
mend  national  economic  policy. 

'riu*  Congress  also  juovided  for  a  permanent  joint  committee  to 
n'ceive  and  analyze  this  annual  Economic  lit'port  of  tlie  President  and 
to  submit  recommendations  concerning  it  to  both  Houses. 

In  transmitting  this  first  Economic  Report,  I  am  conscious  of  its 
significance  as  the  beginning  of  a  series  of  reports  that  will  serve  the 
Executive  and  the  Congre.ss  as  the  basis  for  an  orderly  and  continuing 
review  of  the  cronomic  state  of  the  union  and  for  integrated  and  com- 
prehensi/e  stej)s  to  ensure  the  permanent  economic  health  of  the 
Station. 

'I'he  Economic  Report  is  an  opportunity  for  national  self-examina¬ 
tion  and  self-criticism.  It  is  a  challenge  to  the  President  and  the  Con¬ 
gress  to  determine  the  causes  of  whatever  problems  we  face  in  our 
economic  life  and  to  find  the  solutions  to  those  problems.  It  provides 
ati  opj>ortunity  for  all  our  citizens  to  judge  the  merits  of  the  analysis 
and  proposed  action.  It  is  a  new  and  sj)lendid  tool  to  help  us  in  our 
tasks.  And  like  all  governmental  t(K)ls,  its  effectiveness  will  increase 
year  by  year  as  we  learn  by  doing. 
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INTRODUCTION 


Prosperity  cannot  Ix'  the  concern  of  one  party  or  of  one  ^roup.  It 
cannot  be  attaineil  without  the  <r<xxlwill  ami  the  cooperat ion,  of  all. 

To  build  a  greater  America  we  must  a{)proach  the  task  with  unity  of 
purpose,  with  juitience,  with  wisdom,  and  with  determination  to  over¬ 
come  all  obstacles.  If  we  do  this — and  we  must — I  have  no  doubt 
about  the,  ability  of  .\mericans  to  build,  on  a  firm  basis  of  security  and 
political  and  economic  freedom,  a  country  in  which  the  rewards  we 
enjo}"  can  be  doubled  within  the  life  span  of  many  of  those  now  livinjr. 


I 


KKVIEW  OF  lOlC. 

KMl’I-OV.MKXT 

I)uriii<;  civilian  (MnpU.yn.cnt  approacln'd  58  million.  This 

was  the  hijjhost  civilian  employment  this  Nation  has  ever  known — 
10  million  more  than  in  1010  and  several  million  hi«rher  than  the 
wartime  peak.  If  we  include  the  military  services,  total  employment 
exceeded  CO  million.  Unemployment,  on  the  other  hand,  remained 
low  thix>n<;hont  the  year.  At  the  prestmt  time  it  is  estimated  at  about 
‘J  million  actively  s<‘ekin<j  work,  d'his  is  probably  close  to  the  mini¬ 
mum  unavoidable  in  a  fiw  econoni}’  of  ^reat  mobility  such  as  ours. 

rims,  at  the  eml  of  lOlt),  less  than  a  year  and  a  half  after  \M-day, 
more  than  It)  million  demobilized  veterans  and  other  millions  of  war¬ 
time  workers  have  found  employment  in  the  swiftest  and  most  gi<;antic 
change-over  that  any  nation  has  ever  made  from  war  to  peace.  At  its 
peak  during  1J)1C  aggregate  employment  was  substantially  in  accord 
with  the  objectives  stated  by  the  Congress  in  the  Employment  Act. 

PRonucTiox 

d'otal  production  turned  out  by  the  Nation's  farmers  and  workers 
likewise  mounted  to  new  ])eacetime  levels.  In  11)4C  it  was  about  50 
j)ercent  alK)ve  the  19)J1)  ])redefense  level  and  only  15  i)ercent  below 
the  wartime  high.  (Appendix  B,  Table  I.)  However,  production  is 
not  yet  at  its  peak  in  relation  to  our  present  plant  and  man|K)wer 
resources.  Bottlenecks,  shortages  of  materials  and  components,  labor- 
management  disputes,  and  otlier  reconversion  difficulties  have  had 
their  retarding  influence. 

But  with  all  these  obstacles,  production  in  the  second  half  of  1946 
leached  a  higher  rate  than  in  any’  peacetime  year,  (ioods  scarce  dur¬ 
ing  the  war  began  to  fill  dealers’  shelves.  The  American  jx'ople  were 
eating  more  food  per  capita  than  in  any  jirevious  year,  even  though 
in  some  cases  they  were  unable  to  buy  exactly  the  kind  of  food  they 
wanted.  In  total,  peojile  were  supplied  with  more  goods  and  services 
than  ever  before.  This  indicates  that  when  all  our  resources  are  fully 
marshalled  for  peacetime  pursuits,  the  whole  American  people  will 
lie  able  to  enjoy  a  standard  of  living  far  surpassing  any  that  we  have 
ever  known. 


rrR('IIASIXG  POWER 

'I'he  (’ongress,  by  setting  maximum  purchasing  power  as  an  objec¬ 
tive  of  National  policy  in  the  Employment  Act,  pointed  to  the  im- 
portance  of  purchasing  jiower  in  kwping  our  economy  fully  employed 
and  fully  piaxluctive.  When  jx'ople  stop  buying,  business  stops  pro- 
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duciiifT:  and  eniplovniiMit  drops.  It  is  thorcfon*  of  tlio  utmost  im¬ 
portance  that  at  all  times  we  be  concerned  as  to  the  volume  of  ])m- 
chasing  power  of  the  Nation  and  its  relation  to  the  volume  of  produc¬ 
tion  of  m)ods  and  services. 

Purcliasin<r  power,  of  course,  dejicnds  upon  current  cash  income, 
the  use  of  savings,  and  the  use  of  credit.  It  also  depends  upon  prices. 
As  we  all  kiu)w.  when  piices  <;o  up  the  purchasing;  power  of  the  dollar 
^oes  down. 

In  lhl()  the  problem  of  linkin<;  maximum  purchasing;  power  with 
maximum  emplovment  was  not  completely  solved.  'I'o  he  sure,  cash 
and  credit  were  available  to  purchasers  in  extraordinary  amounts. 
This  was  due  to  hij;li  aj;ricultural  and  industrial  earning,  lar^e  ac¬ 
cumulated  savin;;s,  considerable  extension  of  credit,  and  the  i)ayment 
of  veterans'  allowances  and  musterin‘;-out  pay.  In  the  face  of  con- 
tinuini;  shortaj;es  of  many  kinds  of  <;oods  and  services,  this  leil  to  an 
inflationary  pressure.  When  price  controls  W(Me  relaxed  and  finally 
dropped,  this  pressure  resulted  in  a  substantial  increase  in  the  general 
price  level. 

'I'he  rise  in  prices  that  (X’curred  in  the  latter  half  of  <;reatly 
reduced  the  purchasing  |)ower  of  the  current  incomes  iveeived  by  the 
lar^e  majority  of  people.  It  is  true  that  some  <;roups  in  the  popula¬ 
tion  received  increases  in  income  that  for  them  balanced  or  nu)ie  than 
balanced  the  rise  in  j)rices.  Hut  the  lar^e  mass  of  consumers  did  n(>t 
enjoy  such  offsets.  IIow  to  effect  a  mutual  adjustment  of  incomes 
and  prices  which  will  piH)vide  purchasin';  pow»‘r  ad(‘<niatt“  to  sustained 
maximum  production  in  the  years  ahead  thus  becomes  a  central  prob¬ 
lem  for  private  enterprise  and  (iovernment. 

II 

PRICES,  WACiES,  PROFITS  IN  1910 

The  relation  of  wa*;es.  prices,  and  profits  is  the  key  to  the  main¬ 
tenance  of  purchasin';  power.  If  prices  are  too  low  in  relation  to 
wapres,  they  squeeze  or  eliminate  profits,  stifling  the  initiative  of 
business,  interfering;  with  production,  and  reducin';  or  retarding; 
employment.  If  prices  are  too  hiph  in  relation  to  wa;;es,  they  restri«‘t 
the  market  and  rediice  employment,  as  well  as  causing  suFering  to 
individual  consumers. 

PRICES 

During  the  war  years  prices  were  on  the  whole  successfully  kept 
in  check  under  the  “hold  the  line’’  policy,  with  farm  and  food  prices 
rising  somewhat  more  than  most  others.  Between  VJ-da}  and  the 
middle  of  last  year  when  the  lapse  in  price  control  occurred,  iirices 
rose  moderately,  chiefly  due  to  price  increases  granted  to  speed  pro¬ 
duction  or  to  take  account  of  wage  rises.  The  average  increase  in 
wholesale  prices  from  VJ-day  to  mid-1940  was  7  percent,  and  in  retail 
prices  was  3  jiercent,  although  textiles  and  clothing  rose  considerably 
more  than  the  average. 
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lint  between  June  and  December  wholesale  prices  juini)ed  an  nddi- 
ti»)nal  percent,  while  the  consumer  price  index  climbed  15  i)ercent. 
The  sharpest  increases  were  for  the  most  j)art  in  farm  and  food  prod¬ 
ucts,  textiles,  clothing,  and  in  residential  construction. 

The  Coimress  nuule  clear  its  intent  that  decontrol  be  speeded.  In 
fact,  after  tlie  new  price-control  law  was  passed,  the  direct  control  of 
prices  soon  became  virtually  impossible.  It  was  no  lonjxer  a  (piestion 
of  whether  it  was  in  the  interest  of  the  workers,  businessmen,  farmers, 
and  the  public  to  control  prices;  it  was  a  (piestion  whether  price 
controls  were  any  lonjjer  workable.  It  was  the  advice  by  late  fall 
of  labor,  business,  the  farm  ftroups,  and  my  Cabinet  that  freneral  price 
control  be  drojiped. 

Two  thinjjs  immediately  happened.  I’rices  rose  sharply.  (Joods 
that  had  been  produced  under  jirice  control  but  withheld  in  the  hope 
of  decontrol  appeared  on  shelv(‘S. 

The  increase  in  consumer  prices  has  substantially  reduced  the  pur¬ 
chasing  power  of  the  e;reat  nuijoritv  of  consmmus.  (.\])pendix  B, 
Tables  V,  VI,  and  VII.) 

WAOKS 

After  VJ-day,  direct  wa<;e  controls,  with  the  exception  of  those  in 
the  buildinfi;  trades,  were  dropianl  in  order  to  jiermit  a  return,  so  far 
as  possible,  to  collective  baifrainin".  Indirect  wa«re  controls  were, 
however,  maintained  until  «;eneral  price  decontrol. 

Betw('en  ,Iuly  1!)15  and  July  ItHh  the  averajre  wa<re-rate  increasi' 
in  manufacturing:  was  about  10  ixurent.  Nearly  half  of  this  increase 
was  offset  by  reductions  in  overtime,  declines  in  pi(*cework  earn¬ 
ing,  and  the  shift  of  workers  fi'om  hi<;her-paid  wartime  to  lower - 
j)aid  jreacetime  jobs.  Thus,  for  manufactuiinir  as  a  whole,  the 
averajre  hourly  earninps  of  lalror  last  July  wei’e  (>  i)ercent  above  what 
they  wei’e  the  year  IxToi’e.  Ih'cause  of  the  reduction  in  the  woi’kwoek 
durinfx  1!)45  and  1040,  wc'ekly  take-home  pay  d(‘cline<l  in  many  indus¬ 
tries  and  rose  but  modei’ately  elsewhere  in  sjrite  of  the  incr  ease  in  wajje 
rat('S. 

Since  July  1040  thei’e  has  been  some  fur  ther  incrraise  in  wap'  r  ates, 
avera^je  hourly  eai’iiinjrs,  and  avei’a^e  take-home  ])ay,  but  h‘ss  than  the 
increase  in  pri<’es.  'riius  i-eal  earnings  have  fallen.  (Ajrpendix  B, 
Tables  VIII  and  IX.) 


I'lroi’iTS 

Business  profits  began  to  rise  in  many  lines  of  nondrrrable  goods 
and  in  most  trades  and  ser  vices  soon  after  VJ-day.  This  rise  leflc'cted 
the  increased  vohrrne  of  civilian  sales.  Pricr*  increases  during  the  past 
year  and  removal  of  the  excess-pr-ofits  tax  adrh'd  still  further  to  profits 
after  taxes.  In  most  of  the  soft  goods  and  service  lines,  profits  after 
taxes  in  the  second  quarter  of  1040  wtue  ali’eady  above  the  lev(*ts  of 
1044  and  1045.  Fui’ther  inci’eases  were  rejroi’ted  for  the  thii’d  «piarter. 

But  ju’ofits  haA’e  been  extremely  uneven  as  between  industries.  In 
many  of  the  reconversion  industries,  especially  where  volume  was 
slow  in  getting  underway,  jn’ofits  at  first  were  low  and  in  many  cases 
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tlion*  UTIT  ilctiial  losses,  many  of  whicli,  however,  were  alleviated  by 
the  carry-hack  provision  of  the  tax  law. 

'I'hird-quarter  reports  showed  increasvd  profits  in  most  of  the  dur- 
al>le-;roods  industi  ies,  althon<;h  price  ceilinjrs  had  not  yet  been 
erally  removed.  Pndits  increased  further  iluring  the  fourth  quarter 
with  the  n*moval  of  price  ctuitrc)!. 

W’e  should  not  infer  that  all  industries  (w  all  firms  in  a  fifiven  indus¬ 
try  were  operatin^T  at  a  hijjfhly  profitable  level  or  that  none  were 
incui  rin*;  losses.  ^Ve  must  also  remember  that  the  purchasinj.^  power 
of  the  business  dollar  as  well  as  the  consumer  dollar  has  b('en  dimin¬ 
ished  by  the  price  rise.  Nevertheless,  takinjr  account  of  all  of  these 
considei-at i()n<.  it  is  plain  that  business  in  frerieral  is  receiving  excep¬ 
tional  profits.  (Appendix  If,  Table  II  and  X.) 

Ill 

THE  NATION’.S  E(’()NOMI('  BUDGET 

'I'he  volume  of  employment  and  production  in  any  given  period  de- 
[MMuls  upon  the  volume  of  expenditures,  d'he.se  expenditures  are  of 
four  types: 

1.  (’onsumer  Buying. 

2.  Business  Buying. 

o.  Foreign  Buying. 

I.  Government  Buying  ( Federal,  State,  and  local). 

In  order  that  we  may  have  a  better  idea  of  the  size  of  the  job  ahead 
and  the  relative  proportion  of  our  goods  and  services  going  to  con- 
.vumei-s,  busine.'.s,  forcugn  markets,  aiul  Government,  I  here  set  forth 
the  Nation's  Economic  Budget.  (A  detailed  explanation  may  be 
found  ill  Appendix  A.) 

The  Nation’s  Economic  Budget  shows  the  distribution  of  income 
and  expenditures  among  consumers,  business,  and  Government,  and 
imports  and  exports.  It  sheds  light  upon  whether  price  and  wage 
policies*and  other  public  policies  are  encouraging  an  alignment  among 
these  four  component  parts  which  is  favorable  to  sustained  high 
levels  of  economic  activity,  or  which  threatens  us  with  an  economic 
ilecline.  'I'he  Economic  Budget  also  indicates  whether  a  given  level  of 
economic  activity  is  being  achieved  mainly  by  private  expenditures, 
or  by  public  expenditures,  and  in  what  proportion.  Bv  comparing 
budgets  for  different  periods,  we  can  disaun  favoralile  and  un¬ 
favorable  trends. 

'Ihe  Nation’s  Economic  Budget  is  primarily  a  device  for  the 
measurement  of  our  ecomunic  activity.  Us(‘  of  this  devi«‘e  is  not 
wedded  to  any  particular  economic  theory.  The  Economic  Budget  is 
an  objective  summary  statement  of  our  economy  in  action  at  a  given 
time,  as  reflected  by  the  income  and  expenditures  of  its  major  parts. 
It  reflects  the  aggregate  actions  of  millions  of  consumers  and  businesst's 
and  of  the  Federal,  State,  and  local  governments. 

By  way  of  illustration.  Table  I  contrasts  the  Nation’s  Economic 
Budgt't  during  the  last  prt»-defense  year  10.‘V.)  with  the  Budget  during 
the  war  year  1!>M,  and  with  the  Budget  during  the  transition  year  104t>. 
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THE  NATION  S  ECONOMIC  BUDGET 


lade  up  of  these  cotnponentt. 


RfCfIPTS 


(XPfNDirURES 


RKHPIS 


UPtNOlTuRtS 


This  it  how  the  excess  and  deficit  of  receipts  over  expenditures  is  balanced. ) 


(0NSUM(RS 


COVfRNMthT 


BL'SIN(SS  & 
INRRNATIONAl 


Ih.  lom^oofni'.  do  i>oi  odd  'o  'h»  gtim  nni'oniil  piodu't  goioi/u  o'  (t"cm  ntmoi  od|iiilint' 

’  IfKivdCi  od(V^tm«nt  foi  Government  *ramfer%  obirN.d 


1 

H 

;  -vf^'  ■ 

ififilB  ^ 

RtetiPIS 

fKPtNOITURlS 

■ 

'  4  ■* 

.  *•-  r  'i** 

'  y 
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Tabi-k  I. — The  Nation'll  Economic  Budget,  19S9,  194i,  and  19^6^ 


|I<ilIioii5  of  dollars;  current  prices] 


Kconomle  Group 

Predefense  Cal¬ 
endar  Year  iy39  1 

War  Calendar 
Year  1944 

Reconversion  Cal¬ 
endar  Year  1946  • 

’1 

X 

t 

3 

C 

K 

K 

±T 

"■-C 

S.C 

c  « 

U 

QO 

X 

Expenditures 

i? 

,  C;G 

1 

1  £ 

3 

5 

X 

Excess  {+), 
Deficit  {-) 

CO.NSPMERS  ! 

1 

j 

m  1 

133 

142 

62 

99 

i 

127 

+6 

+15 

BI'SINKSS 

8 

11 

11 

10 

4 

27 

-1-7 

-16 

INTEKNATIONAL 

1 

-2 

5 

-1 

-1-2 

-5 

BDVERNIIENT 

(Federal,  State,  local) 

1 

Keci'ipt.s  from  the  jiublic  other  than  borrow- 

! 

15 

50 

57 

is  ' 

i04 

55 

. 1 

-3 

-45 

+2 

ADit’.STMENTS 

For  Government  tran.cfers  to  public  ‘ . 

-2 

-2 

0 

-5 

-5 

i  0 

-16 

-16 

0 

. 

-2 

-t-2 

-4 

+4 

Total,  Gros.s  National  I’nxluct . 

89 

1  89 

0 

198 

198 

1  ^ 

194 

194 

0 

'  Sim-  Apiiendix  A  for  supi>orting  tal)les  and  descriptive  material. 

t  I’reliininary. 

>  InclucU's  residential  construction,  hut  excludes  net  exixirts. 

•  Ineluiles  tran.sfers  of  funds  which  are  included  in  i)rivate  receiids  and  Ooveminent  expenditures  but 
do  not  involve  ailtlition  to  the  Nation's  outimt,  such  as  unemployment  comi)ensation,  veterans’  readjust¬ 
ment  allowatices,  niusterinc-tiut  |>ay,  etc. 

'  Includes  loans  to  foreign  governments,  subscriptions  to  international  organizations,  reimbursable  lend- 
lea-se,  etc. 

r<  IS  rWAU  TK  VNSF()HM.\  riON 

I'lie  tij;iiivs  fttr  tlie  years  1030,  1044,  and  1040  show  that  a  trans- 
foniiatioii  lias  ttiUen  place  in  our  economy  since  the  last  predefense 
year.  'I'lie  jjreat  increa.se  in  the  total  Economic  Biidjret  reflects  the 
chan{;e-over  from  an  economy  of  substantial  unemjiloyment  and  mod¬ 
erate  production  to  an  economy  of  unparalleled  em])loyment  and 
pnaluction.  (Jreat  sijxnificance  lies  in  the  fact  that  the  Economic 
nudjret  for  the  year  1010  wtis  almost  as  hifih  as  during  the  war  year 
1044.  and  more  tluin  twice  as  high  as  during  the  pretlefense  year  1030. 
Even  alhiwing  for  price  changes,  we  have  made  such  great  strides 
forward  in  wealth  and  productivity  that  our  thinking  for  the.  future 
can  no  longer  be  iMUind  by  the  distant  pa.'^t. 

riie  changes  in  the  composition  of  the  Nation's  Economic  Budget 
during  tlie.se  years  also  de.serves  attention. 

During  the  war  year  1044.  (Jovernment  expenditures  were  more 
than  half  the  total  Px*onomic  Budget. 
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Business  responded  to  the  Government’s  demand  with  record  pro¬ 
duction. 

Private  income  derived  from  ])roduction  doubled  the  pre<lefense 
level,  even  after  allowance  for  the  increase  in  ta.xes. 

Consumer  expenditures  increased,  hut  due  to  the  shortajjes  of  civilian 
poods,  etfective  price  control,  aiul  patriiUic  motives  for  savinp,  they 
did  not  incmist'  nearly  as  much  as  they  otherwise  would  have,  the 
ditference  poing  into  savinps. 

In  the  transition  year  15)40,  the  expenditures  of  business  and  con¬ 
sumers  once  more  took  the  lead,  as  the  (Jovernment’s  wartime  exiiendi- 
tures  were  drastically  i*educed.  Business  spent  large  sums  for  re¬ 
converting,  overhauling,  and  modernizing  plants  and  equipment  and 
for  replenishing  dejileted  pipe  lines  of  inventories.  Iligli  husim'ss 
activity  resulted  in  high  levels  of  consumer  income  and  expenditure.s. 
Consumer  spending  was  further  increased  by  the  ust*  of  wartime  sav¬ 
ings  and  expanding  installment  credit,  and  in  the  case  of  veterans  by 
mustering-out  pay  ami  readjustment  allowances. 

As  a  point  of  departure  for  examining  our  objectives  for  this  year, 
it  is  useful  to  present  tentative  estimates  of  the  rates  at  which  ex¬ 
penditures  and  receipts  in  the  Xation's  Economic  Budget  were  running 
at  the  end  of  lOtO.  This  is  shown  in  'I'able  1 1. 

Table  II. — The  Xation's  Economic  Budget  During  the  iih  (Quarter  of  the 

Calendar  Year  ID-id 


[Proliininarj'  estiniatos;  billions  of  dollars] 


Economic  Group 

4th  Quarter  Seasonally  .Vd- 
justed  .Annual  Kates 

Year  as  a  Whole 

Uewipts 

ET|>end- 

itures 

Ex(vss 
(+)  or 
Deficit 
(-) 

Reevipts 

ExihuiiI- 

itures 

K  xci'ss 
(  +  )  or 
Deficit 
(-) 

Consumers . 

UK 

1.35 

142 

127 

415 

Business . 

14 

33 

11 

27 

-If. 

International .  .. 

4 

.1 

-.1 

Oovemment . 

.■>1 

+  5 

.17 

.15 

42 

Adjustments;  Transfer  Payments . 

-13 

-IH 

-t-.l 

-If. 

-20 

4-4 

Gross  national  proiluct . 

20.1 

f) 

im 

im 

0 

In  comparing  preliminary  estimates  for  the  fourth  (luiirler  of  l!)b» 
with  those  for  the  year  as  a  whole,  the  signilicant  changes  may  be 
summarized  as  follows: 

1.  Government  expenditures  were  reduced.  'Ibis  was  highly 
desirable,  but  it  meant  that  much  higher  private  exnenditiP’es  were 
needed  to  sustain  maximum  employment  and  production. 

2.  Business  expenditures  increased,  but  a  part  of  the  increase 
reflected  higher  prices  rather  than  increased  production. 

3.  C'onsumer expenditures  rose,  but  ])ractically  all  of  the  increast* 
was  attributable  to  the  price  rise.  Consumer  incomes  rose  less 
•than  expenditures  and  actually  declined  in  real  terms. 

This  trend  in  the  position  of  consumers  becomes  of  central  impor¬ 
tance  as  we  turn  to  a  consieleration  of  our  prospects  for  11)47. 
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IV 

(JOALS  KOR  11)47 

The  Kinploynieiit  Act  ri'quires  that  this  E('ononiic  Report  set  forth 
the  levels  of  emplovnieiit,  production,  and  purchasing  power  needed 
to  c.iri  V  out  the  policy  of  the  Act.  'I’his  policy  is  to  create  and  main¬ 
tain  ‘S'ojiditions  und(*r  which  there  will  he  alforded  useful  employment 
opportunities,  including  self-employmenh  for  those  able,  willing,  and 
seeking  to  work,  and  to  promote  maximum  employment,  production, 
and  purchasing  power.*’ 

EMPnoV.MKNT  OIUECTIVES 

W’v  do  not  know  exactly  how  many  peoi)le  will  want  jobs  during 
11)47.  Our  labor  force  lluctuates  by  several  million  during  the  course 
of  any  year,  with  the  changing  seasons,  with  bo3’s  and  girls  of  school 
age  going  back  t«)  the  classroom,  and  with  part-time  workeis  coming 
into  and  going  out  of  the  lal)or  force.  The  purposes  of  the  Act  would 
be  substantiallv’  achieved  if  during  11)47  we  sustain  employment  at 
about  the  ll)4t)  levels  or  slightlv  higher. 

In  maintaining  a  high  level  of  total  civilian  emploj'ment,  we  must 
also  achieve  a  better  clistributioir  between  localities  of  labor  scarcity 
and  labor  surplus;  between  occupations  that  are  short  of  workers  and 
occupations  that  are  overcrowded.  The  proper  use  of  our  workers  is 
ecpially  important  lK)th  to  the  econoni}’  and  to  the  individual. 

PRODUCTION  OIUECTIVES 

During  the  last  r|uarter  of  1040,  total  national  production  is  esti¬ 
mated  to  have  reached  an  annual  rate  of  ‘205  billion  dollars.  We  know, 
however,  that  we  are  not  yet  turning  out  goods  as  fast  as  we  are  capable 
of  doing  with  our  present  j)lant,  manpower,  and  material  resources. 
Bottlenecks  in  the  snpplv  of  certain  parts  and  materials  have  slowed 
down  j)roduction.  So  have  labor-management  disputes.  With  max¬ 
imum  t'mj)lovment  in  1047,  we  should  be  able  to  increase  onr  total  out¬ 
put  signilicantlj’,  although  limits  may  be  imposed  by  shortages  of 
basic  materials. 

It  is  not  yet  clear  that  our  basic  industries  are  fulU’  adjusted  to  a 
200-billion-dollar  peacetime  economv.  It  will  become  increasingly 
important  that  capacity  goals  in  the  basic  industries  such  as  steel, 
power,  and  transportation  be  set  high  enough  so  as  not  only  to  sustain 
prescmt  and  foreseeable  levels  of  economic  activity,  but  also  to  permit 
their  expansion. 

It  is  not  practical  to  state  in  phvsical  terms  just  exactly  how  much 
our  production  shonld  he  during  1047  becau.se  of  the  great  variety  of 
g(K)ds  and  services  which  our  econonu’  produces.  To  state  production 
in  terms  of  dollars  is  of  dotibtful  usefulness  at  the  present  time  because 
])rice  levels  may  move  uj)  or  down  and  any  dollar  figure  set  forth  now 
might  prove  to  be  misleading.  We  do  know,  however,  that  a  labor 
force  of  the  anticipated  size  can  be  exj)ected  to  j)roduce  more  goods 
and  services  during  11)47  than  were  produced  during  the  ])ast  twelve 
months.  Perhaps  an  over-all  increase  of  5  percent  niight  be  a  reason¬ 
able  objective  for  maximum  prtKluction. 
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A  considerable  amount  of  last  year's  production  went  into  the  re- 
buildin«r  and  reequippinjj;  of  our  manufacturing;  plant  and  the  rej)len- 
ishin*;  of  producers'  and  dealers'  inventoiies.  We  can  ex]>ect  an  in¬ 
creased  How  of  consumer  poods  durinp  1I>17  even  if  there  were  to  be  no 
increase  in  total  output.  Hence,  a  r)-percent  increase  in  total  produc¬ 
tion  would  mean  a  preater  proportionate  increase  of  consumer  poods. 

The  question,  therefore,  will  become  one  of  the  ability  of  consumers 
to  buy  the  total  supply  of  products  otfered  to  them. 

ri'RCIIASING  POWER  OIWECTIVES 

Consumer  purchasinp  power  depends  upon  the  flow  of  money  into 
consumers’  hands  as  current  income.  It  tleixmds  also  on  the  use  of  past 
savinps  and  the  rate  of  current  savin".  It  depends  on  the  use  of  credit 
and  it  depends  upon  what  money  will  buy;  that  is,  upon  the  level  of 
prices. 

No  attempt  will  he  made  to  set  a  dollar  fipure  on  the  purchas¬ 
inp  power  needed  to  buy  the  poods  and  services  which  the  Nation 
will  produce  in  1947.  It  is  plain,  however,  that  if  employment  is  to 
remain  hiph  and  if  production  is  to  increase  in  1947,  real  purchasinp 
power  must  rise  sufliciently  to  take  the  increased  production  off  the 
market. 

It  has  been  stated  that  maximum  production  for  1947  would  pive 
us  an  over-all  increase*  of  some  5  percent  above  the  level  reached  durinp 
the  last  (piarter  of  lh4G. 

This  increase  would  he  due  only  in  small  part  to  a  slipht  rise  in 
the  number  of  workei-s  employeil,  and  principally  to  the  increased 
efficiency  of  the  protluctive  process  as  the  linperinp  impediments  to 
maximum  production  are  eliminated. 

What  are  the  chances  that  consumei*s  could  buy  an  additional  several 
billion  dollars'  worth  of  j)roduct  if  prej^ent  prices  and  pay  rates  were 
maintained?  Only  a  minor  portion  of  the  value  of  the  additional 
poods  and  services  produced  in  1947  would  he  reflected  in  additional 
consumer  income.  The  preater  part  of  the  additional  income  would 
bo  represented  in  the  surpluses  of  povernments  and  in  reserves  of  busi¬ 
ness  concerns.  Thus  it  follows  that  consumers  would  have  to  buy  con¬ 
siderably  more  "(kkIs  and  services  with  only  sliphtly  increas«*d  income. 
This  could  be  done  only  if  con.sumers  made  still  freer  use  of  credit,  or 
if  they  reduced  the  rate  of  their  new  savinps  and  drew  heavily  upon 
their  past  savinps.  Althouph  consumer. credit  has  not  yet  reaclied 
prewar  levels,  it  has  ahvacly  ex|)anded  preatly,  and  still  freer  use 
mipht  build  up  difliculties  for  the  future.  The  rate  of  net  sa’unps,  as 
shown  elsewhere  in  this  Report,  has  receded  to  a  point  Im'Iow  which 
it  can  hardly  be  expected  to  fall.  Tncreasinp  consumer  |)urcbasinp 
power  in  this  way  could  at  best  be  only  a  temporary  solutiou,  and 
certainly  not  a  desirable  one. 

Another  metluKl  by  which  the  markets  could  be  cleared  of  the 
enlarped  volume  of  poods  and  services  produced  in  1947  would  1m*  to 
enlarpe  the  real  purchasinp  power  of  the  consumers  by  inoreasinp 
their  incomes.  It  would  b<*  unrealistic,  howevei*,  to  ex]x*ct  that  this 
increase  in  real  purchasinp  power  of  consumers  could  occur  solely 
throuph  a  correspondinp  increase  in  money  incomes.  An  attempt  to 
raise  income  by  the  amount  necessary  would  mean  such  larpe  increases 
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in  money  wajres  and  salaries  at  certain  points  as  to  threaten  curtail¬ 
ments  of  prcHliiction  or  wa're-price  spirals.  Further,  there  is  no 
practical  way  to  distribute  such  wa^je  and  salary  increases  throughout 
the  whole  population  in  such  a  manner  as  to  elFect  the  desired  sup[)Oits 
to  the  market.  The  groups  of  wage  and  salary  earners  whose  our- 
chasing  power  has  lx‘en  most  reduced  are  the  very  ones  who  are  likely 
to  participate  least  in  an  increase  of  money  eaniings.  Such  concentra¬ 
tion  of  pay  increases  within  particular  groups  would  make  even  more 
dillicult  the  task  of  obtaining  a  suflicient  toUd  increase  to  sustain 
maximum  employment,  proeluction,  and  purchasing  power. 

Thus  it  follows  that  we  could  not  expect  to  attain  the  economic 
objectives  for  this  year  solely  by  an  increase  in  money  incomes.  A 
major  approach  to  bringing  real  purchasing  power  of  consumers  into 
balance  with  productive  cai)acity  this  year  must  be  through  reduced 
prices. 

The  emphasis  on  price  reduction  as  a  major  route  for  an  increase 
in  consnmei-s’  purchasing  |X)wer  does  not  overlook  the  desirability  of 
increases  in  pay  rates  in  some  sectors. 

It  follows  that  only  through  adjustments  both  in  the  price  and  pay 
structure,  made  with  discriminating  i-egard  for  specitic  circumstances 
rather  than  on  an  over-all  national  basis,  can  we  achieve  a  sustained 
demand  for  the  maximum  output  which  the  American  economy  is  able 
to  produce  this  year. 

V 


(FAVORABLE  ANT)  UNFAVORABLE  FACTORS  IN  1047 

Because  the  health  of  our  economy  depends  on  the  acts  of  140  mil- 
I  lion  people  with  millions  of  separate  enterprises,  including  farming, 

I  business,  and  professional,  it  is  not  possible  to  forecast  the  precise 

I  coui*se  of  events  a  year  in  advance  in  a  report  of  this  kind.  Indeed, 

f|  the  Employment  Act  contemplates  that  the  state  of  the  Nation’s  eco- 

1  nomic  health  must  be  constantly  watched  so  that  timely  policies  may 

I  be  adopted  during  the  course  of  the  year  as  conditions  cnange.  We 

1  can,  however,  appraise  in  advance  some  of  the  favorable  and  unfavor- 

‘j  able  factors  affecting  the  expenditures  of  consumers,  business,  foreign 

I  buyers,  and  Government. 

j  CONSUMF.R  INCOME  AND  EXPENDITURES 

The  main  facts  about  consumer  income,  expenditures,  and  purchas- 
i!  ing  power  are  given  in  Appendix  B,  Tables  II,  III,  and  V.  Here 

j  I  shall  comment  briefly  ujion  a  few  of  the  favorable  and  unfavorable 

r  factors. 

1  Favorable  factors  in  consumer  demand 

i  Consumer  demand  has  Ix^en  at  very  high  levels  since  VJ-day.  This 

ft  has  been  due  largely  to  two  factors:  First,  the  pent-up  demand  for 
fl  many  goods  that  have  been  scarce  in  recent  years;  and,  second,  a  level 
‘I  of  incomes  and  purchasing  power  substantially  higher  than  in  prewar 

I  years. 

:l  Some  of  the  pent-up  demands  ai*e  gradually  being  met,  but  during 

I  this  year  we  can  anticipate  continued  high  demand  for  a  number 
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of  items  tliat  have  been  soan'e,  inclmliiifj:  housinjj:,  automobiles,  appli¬ 
ances,  and  many  bousefuniisbin<rs. 

With  lar»rer  supplies  of  (lural)le  jxoods  comiuir  on  the  market  this 
year,  an  increased  proportion  of  consumer  expenditures  may  be  made 
for  these  items  and  a  smaller  jjioport  ion  for  nondurable  ^oods  and 
services.  Such  a  shift  may  be  listed  as  a  favorable  factor  In'cause  it 
will  tend  toward  the  reduction  of  the  prices  of  many  nondurable  {roods 
and  services  which  were  raised  to  extraordinarily  hiirh  lev(*ls  in  llMtl 
because  of  the  concentration  of  consumer  expenditures  in  these  liehls. 

d'he  most  solid  and  permanent  fouiulation  for  cotisumer  demand  is 
current  disposable  income.  In  this  there  has  been  {jreat  imi)rovement 
since  the  prewar  period,  even  when  account  is  taken  of  the  increase  in 
consumers’  prices.  The  following;  table  illustrates  this: 


Tabi.k  III. — Per  Capita  Dixpoxahlv  Income 


Year  or  (Quarter 

.Actual  riollars 

1944  Dollars' 

497 

1944.... . .*1 . 

995 

995 

1945  . 

I.dOO 

978 

194fl  » . 

l.OJf. 

925 

6ea.<u>nany  .Adjusted  AuDual  Rates; 

9s;i 

950 

9.W 

l.O.M 

921 

>  l.OrtO 

880 

I  For  mcfho<l  of  computation  and  Interjiretation  see  Appendix  U,  table  V,  and  accoin{>anying  note. 
*  Preliminary  estimates  ba.sed  on  Inoomplete  data. 


The  American  public  had  a  “disposable”  income  (after  taxes)  of 
145  billion  dollars  in  IDKl.  'Phis  repre.'^ents  an  avei‘a{ie  of  $l,()2()  per 
capita.  In  the  jirewar  period,  l!):i5-.‘h),  the  correspond inj;  fi{;ure  was 
$4!)7.  It  is  true  that  a  lartje  part  of  this  increase  in  income  was  ab¬ 
sorbed  by  higher  prices.  The  Consumer  Price  Index  in  194(5  averaged 
39  percent  above  the  li)35-39  level.  This  index  measures  the  increase 
in  the  retail  prices  of  most  of  the  goods  and  serv  ices  bought  by  families 
with  low  to  moderate  incomes.  It  provides  a  rough  measure  of  the 
general  rise  in  prices  paid  by  consumers  as  a  whole.  Thus,  it  apjiears 
that  average  per  capita  incomes  rose  considerably  more  than  prices. 
This  means  that  the  average  per  capita  real  purchasing  power  in  1940 
was  substantially  greater  than  in  the  prewar  period. 

In  consequence  of  these  improvements,  and  in  sjute  of  .some  con¬ 
tinued  shortages,  the  average  American  family  is  buying  more  fo(Kl, 
clothing,  and  other  things  than  ever  before.  The  total  volume  of  con¬ 
sumption  of  these  and  other  things,  particularly  durable  gfKMhs,  needs 
to  be  maintained  and  expanded  if  1947  is  to  |je  a  year  of  maximum 
production. 

Unfavorable  factors  in  consumer  demand 

Despite  the  continuance  of  many  favorable  factors,  the  recent  trends 
in  consumer  purchasing  power  are  disturbing.  Many  groups  of  con¬ 
sumers  suffered  a  larger  drop  in  purchasing  power  in  the  latter  half 
of  194G  than  is  indicated  by  the  trends  in  average  per  capita  dispos¬ 
able  income  shown  in  'Fable  IV.  The  j)urchasing  power  of  wages 
has  dropped  seriously,  especially  during  tne  past  six  months.  The  $4(5 
weekly  take-home  pay  of  the  average  fiictorv'  worker  in  October  194(5 
bought  only  about  as  much  as  the  $35  he  received  in  April  1942. 
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III  coiiscijiionco  rif  tlu'se  (Ipvolopnioiits,  iind  tlie  appcarnncp  of  inoro 
;r<>o<l>  (di  llic  iiiai'kcf.  tln'H'  jiii'^  Ix'cii  a  iiiai-kod  rlianjrr  in  suviiijij  by 
consMinors,  indicated  in  the  follow  in<;  table; 


Tahi.k  IV. — Tnud/t  in  ('onsinncrii'  Snvinyx 


Year  nr  Quarter 

Dispos¬ 

able 

I.e.ss; 

('oiisiiiner 

Kxpeieli- 

tures 

Fqiials: 

Savings 

Percent  of  Dispos- 
.able  Income 

Income 

Spent 

Saved 

(Hi 
61  .3 

lions  of  do 
.'.S.8 

iars) 

.5.5 

91  4 

8.6 

into . 

72  9 

6.V7 

7.3 

90. 1 

9  9 

1911  .  . . 

SH,  7 

7l  6 

14  2 

84.  1 

1.5.9 

1912 . 

110.6 

82  0 

28.  6 

74  1 

2.5.9 

19H . 

121.6 

91..1 

3.1.3 

73.3. 

26.7 

1914 . 

1.17  4 

98  .1 

.18  9 

71.7 

28.3 

I9IA  . 

1.19.6 

106  4 

311.  1 

76.2 

23.8 

194«)  ' . 

144.5 

127.0 

17.5 

87.9 

12.1 

Seasonally  .\i!Justcd  .\nnual  Rate;): 

13S.0 

120.9 

17. 1 

87.6 

12.4 

14I.S 

122.0 

19  8 

8»V  0 

14.0 

14K.  4 

129  4 

19.0 

87.2 

12.8 

1 49.  7 

1.15.  5 

14.2 

90.5 

9.5 

>  I’rolirninary  r.stiiiiiitp  based  on  Incomplete  data. 

Noth.— Oetall  will  not  netvssarlly  add  to  totals  because  of  rounding. 
Source:  l)fp;u-tineni  of  Coimnerce. 


In  the  war  year  Ihll,  consumers  saved  about  28  percent  of  their 
total  dispostible  income.  A  major  part  of  this  savinfr  reflected  short- 
u<xes  of  civilian  «;(H>ds.  elfective  jirice  ceilini;s,  and  patriotic  bond  pur- 
cliases.  'I'he  rsite  of  savings  lias  fallen  substantially  since  then,  and 
by  the  end  of  IDK)  hail  dropped  to  a  little  less  than  10  percent  of 
tliis  disposable  income.  I'his  was  only  slijihtly  above  the  level  of 
savin<;s  in  the  prewar  years  lOJiri-JlO.  It  is  iloubtful  whether  the  rate 
of  consumer  savinj^s  will  or  even  can  be  reduced  much  further  except 
by  adversity. 

In  spite  of  the  hifjh  rate  of  savings  during  the  war,  it  is  unsafe 
to  assume  that  most  American  families  still  have  enouj^h  savings 
in  hand  to  supplement  current  income  for  any  considerable  length  of 
time.  Recent  surveys  indicate  that  24  percent  of  American  families 
held  no  war  bonds  or  hank  accounts  in  1945,  and  29  percent  held  less 
tluin  $5<M)  of  .savings  in  the.se  forms.  Available  data  point  to  the  fact 
that  past  savings  have  been  used  to  supplement  current  incomes  during 
this  pa.st  year. 

Another  element  in  current  trends  is  the  rapid  increase  in  install¬ 
ment  and  credit  buving  during  recent  months.  Consumer  credit 
totaled  almost  a  billion  and  a  half  dollars  more  in  Noveml)er  1946 
than  in  March.  But  undue  extension  of  deficit  financing  on  the  part 
of  millions  of  American  families  can  gravely  hurt  our  business  system 
and  lead  in  the  end  to  deficit  financing  by  the  Government.  In  the 
long  run,  consumers  must  rely  on  current  incomes  for  purchasing 
power. 

If  consumer  incomes  should  remain  at  current  levels,  we  would 
expect  savings  to  drop  little,  if  any.  Consequently  we  would  not  ex¬ 
pect  consumers  as  a  wmole  to  spend  much  more  money  than  they  were 
spending  at  the  end  of  the  year,  without  considerable  expansion  in  con¬ 
sumer  credit,  unless  total  consumer  incomes  are  increased.  (Appen¬ 
dix  B,  Table  IV.) 

Some  of  my  short-range  recommendations  bear  upon  this  problem. 
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THE  CHANGE  IN  SAVINGS 

Since  V-J  Day,  people  are  saving  less  money,  though  still 
than  in  the  prewar  days. 

IIIIIQNS  OF 
OOllAPS 


DISPOSABLE  INCOME' 
(Income  payments  less  taxes) 


CONSUMER  EXPENDITURES 


About  10%  of  disposable  income  is  being  saved  today  —  approximately 
the  prewar  rate  —  as  compared  with  some  30%  in  1944. 


NET  SAVINGS  AS  PERCENT 
OF  DISPOSABLE  INCOME  - 


1942  1943  1  944  1945  1946  1947 

Source;  Deportmont  of  Commerce 


1939  1940  1941 

Seasonally  acijusted.  annuo!  rate 


i 

1 

\ 

-  1 
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nUSINESS  INCOME  AND  ODILAYS 

liusilu'ss  invostmont,  as  tlie  term  is  used  in  the  Nation’s  Economic 
Budf^et,  includes  investment  in  industrial  plant  and  equipment,  in  in¬ 
ventories,  in  commercial  construction,  and  in  residential  construction. 
To  maintain  maximum  productiop  and  employment  in  1947  it  is  de- 
.sirable  that  husiness  investment  he  at  an  annual  rate  at  least  equal  to 
the  annual  rate  prevailing  in  the  last  quarter  of  1940. 

Plnnt  and  equipment 

During  the  war  years,  a  large  deferred  demand  for  industrial  and 
commercial  construction  and  equipment  had  been  accumidating. 

In  1910,  husiness  investment  in  j)lant  and  equipment  approximated 
lo  billion  dollars  as  compared  to  12  billion  dollars  in  1929  and  about 
7  billif)!!  dollars  in  1909.  Even  with  allowances  for  a  substantial 
list'  in  costs,  it  is  evident  that  the  most  recent  rate  of  investment 
in  j)lant  and  equipment  is  much  higher  than  before  the  war  and  the 
deuuise  progiaim. 

For  the  long  run,  continuation  of  expen<litures  for  privately  financed 
pnKluctive  facilities  at  anywhere  near  the  recent  levels  will  depend 
upon  the  size  of  our  peacetime  market,  investment  incentives,  and  the 
rate  of  technological  progress,  rather  than  upon  backlog. 

Inventories 

Business  inventories  increased  six  to  seven  billion  dollars  in  1946,  and 
at  the  end  of  the  year  were  worth  about  33  billion  dollars.  Although 
this  sum  is  not  disproi)ortionate  to  total  sales,  there  may  lie  a  decline 
in  the  rate  of  accumulation  in  1947.  As  uncertainties  in  supplv  and 
price  clear  up,  inventories  will  In'cnme  more  stable.  A  reduction  in  the 
rate  of  inventory  accumulation  will  mean  a  lower  level  of  busine.ss 
investment  in  this  area  and  raises  the  question  of  whether  or  how  it 
is  to  be  offset  by  increases  in  other  forms  of  investment  or  consumer 
expenditures. 

Commercial  construction 

During  1910.  the  volume  of  commercial  construction,  although  lim¬ 
ited  by  the  shortage  of  materials  and  by  the  requirements  of  the  Veter¬ 
ans'  Emergency  Housing  Program,  reached  one  billion  dollars.  The 
('ivilian  Production  Administration  was  obliged  to  defer  a  large  pro¬ 
portion  of  the  nonresidential  building  applications  so  that  demand 
for  commercial  buihlings  remains  high. 

In  addition,  the  distributors  of  goods  and  services  as  a  whole, 
although  with  individual  exceptions,  have  enjoyed  record  profits 
during  the  past  vear  and  apparently  are  in  a  position  to  finance  an 
expansion  of  their  capital  facilities.  However,  the  high  costs  of  con¬ 
struction  tend  to  offset  in  some  degree  the  favorable  outlook  created 
by  the  continued  existence  of  substantial  demand. 

At  the  present  time  not  only  have  new  residential  areas  been  built 
up  without  a  corres|M)nding  building  up  of  commercial  facilities,  but 
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substantial  atblitional  ivsidcnl lal  const tiKl ion  wonKl  create  still  fnr- 
tlier  (leinaiul  t'<»r  c(»nmieicial  facilities. 

Residential  const  met  ion 

Investnu'nt  in  residential  construction,  which  totaled  about 
billion  d(dlars  in  1010,  would  need  to  approxiniatc*  0  billion  d(»llars  in 
1017  at  the  current  price  level  in  order  to  maintain  a  satisfactory  K'vel 
of  activity  in  this  fitld.  As  a  result  of  the  Vi'terans'  Knieifzency  llous- 
inir  Pro<j:rain  in  I'OlO  the  snj)ply  of  materials  has  been  inci-eased  sulli- 
ciently  to  perndt  the  bnildinjjof  at  h'ast  l.ooo.ooo  houses  in  1017. 

However,  the  price  problem  in  housing  is  even  more  serious  than  in 
other  lines  because  the  jrap  between  consumer  income  and  housing; 
prices  is  so  <rreat.  While  material  prices  may  fall  substantially  this 
year,  the  <rap  will  still  remain  danjrerously  hi^h.  especially  for  th(> 
lower  income  jrronp.s.  But  even  if  the  backlog  demand  |)rovides  a 
ready  market  for  all  the  housing  which  is  produced  in  1!M7,  this 
superficially  satisfactory  situation  wotdd  j)lant  the  .seeds  of  a  collapse 
in  residential  construction  within  a  few  short  years  because  the 
number  of  fandlies  who  can  afford  lii^h-priced  houses  coinj)rises  only 
a  small  part  of  the  population. 

Favorable  factors  in  business  demand 

The  prospects  for  business  investment  are  brijzhtened  by  several 
clear  elements  of  strenjitb.  The  first  of  these  is  the  availability  of 
abundant  a^jrrejrate  funds  including  ample  bank  credit. 

The  second  favorable  factor  is  that  ])rofits  in  most  lines  of  industry 
and  business  have  been  higblv  rewarding  during  11)40  and  have  been 
rising  quarter  by  quarter.  The  profits  outlook  for  11)47  suggests  ade¬ 
quate  motive  for  investment  in  plant.  e<iuipment,  and  inventory  to 
meet  tlie  wants  of  a  people  functioning  at  maximum  employment. 

Still  another  favorable  factor  is  the  backlog  demand  for  construc¬ 
tion. 

Unfavorable  factors  in  business  demand 

Threateidng  the  continuation  and  ex|)ansion  of  business  investment 
is  the  fear  that  a  drop  in  general  consumer  demanil  may  be  in  the 
ofling;. 

Another  main  factor  tlnit  could  adversely  affect  business  confi¬ 
dence,  and  thus  business  demand,  would  be  the  recurrence  of  st*rious 
inanagement-lalx)!-  disputes.  Also,  tin*  high  cost  of  housing  consti¬ 
tutes  an  adverse  factor.  Finally,  business  demand  may  be  s^nnewhat 
restricted  by  shortages  of  certain  basic  materials. 

INTERNATIONAL  TRANSACTIONS 

The  net  balance  of  international  transactions  in  1040  was  alxmt  the 
same  as  we  can  anticipate  for  1047.  Some  changes  in  the  components 
of  that  balance  and  in  the  methods  of  financing  it,  however  are  lx)th 
desirable  and  likely  to  occur. 
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Intense  (leniaiul  of  foreifin  countries  for  floods  available  only  or 
chiedv  in  this  country  has  been  one  of  the  factoi'S  accounting;  for 
a  hijrli  level  of  tunployinent,  pnxluct  ion,  and  purchasing;  ixjwer  in  the 
United  States  during  11)4G. 

Our  receipts  from  the  sales  of  goods  and  services  abroad  have  re¬ 
cently  been  running  at  a  rate  of  about  15  billion  dollai’S  a  year,  com¬ 
pared  with  only  4  billion  dollars  jirior  to  the  war. 

Foreign  demainl  for  I'nited  States  goods  at  present  is  associated 
with  the  incompleteness  of  reconstruction  in  war-devastated  areas, 
and  it  will  continue  to  be  high  during  1J)47,  even  though  some 
countries  may  be  reluctant  to  purchase  at  our  current  high  prices. 
Suflicient  resources  will  be  available  to  foreign  countries  to  finance 
urgently  needial  purchases  from  us.  Any  recession  in  domestic  de- 
maml  would  pmanit  us  to  meet  some  of  the  now  unsatisfied  foreign 
demand,  with  a  resulting  increase  in  exports.  Even  if  this  should 
Ik*  confined  to  a  list'  in  quantities  rather  than  in  the  dollar  values  it 
would  l)e  a  factor  cushioning  the  effects  of  any  dip  in  domestic  produc- 
tion  and  employment. 

Should  fears  concerning  our  willingness  and  abilitv  to  buy  and 
lend  abroad  increase,  however,  foreign  countries  may  Imsband  their 
dollar  resources  so  as  to  make  them  available  over  a  longer  period. 
In  this  event  our  exports  woukl  l)e  reduced, 

GOVERNMENT  nUIX’.ETS 

In  the  Budget  Message.  I  review  in  detail  expenditures  and  receipts 
for  the  current  fiscal  year,  and  transmit  recommendations  for  the 
next  fiscal  year.  'I'here  is  no  need  to  repeat  those  details  in  this 
bk'onomic  Keport.  It  should  be  note<l  that  the  (lovernment  receipt 
and  exp<>nditure  figuies  used  in  the  Economic  Re]K>rt  are  not  identical 
with  the  conventional  figures  of  budget  estimates,  because  they  refer 
to  the  calendar  vear  rather  than  to  the  fiscal  year  and  because  they 
are  on  a  consolitfated  and  cash  basis  in  order  to  measure  the  economic 
impact  of  (lovernment  transactions  on  the  econom\. 

With  an  outlook  of  high  ecotiomic  activity  for  the  current  year, 
the  revenue  policies  are  designed  to  balance  the  budget  and  achieve  a 
surplus  toward  the  retirement  of  the  national  debt.  Tbe  expenditure 
policies  are  designed  exclusively  to  cover  the  essential  cost  of  national 
defense  and  war  liijuidation,  to  meet  our  international  commitments 
and  the  obligations  to  war  veterans  under  existing  law,  to  carry 
forward  programs  required  by  the  Congress,  and  to  take  some  small 
but  essential  further  steps  towanl  fulfilling  the  <luties  of  alert  and 
progressive,  government. 

Xevertlu'less,  it  is  obvious  that  Government  transactions,  which — 
including  Fi'deral,  State,  and  local  government — total  more  than  a 
fourth  of  our  national  product,  profoundly  affect  the  whole  economy. 
An  analysis  of  the  economic  impact  of  (Government  exj>enditures  is 
facilitated  by  a  break-down  of  the  totals  according  to  the  type  of 
recipients  and  character  of  the  ])ayments.  Federal  payments  to  the 
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public  arc  classified  alonij  lines  of  economic  sijjnificance  in  tlie 
following  estimates : 

Tabu:  V, — Federal  Cash  Faymetits  (.invl.  net  loans)  to  the  Public 

[Billions  of  dolliirs] 


Payments  to— 


1.  Active  Federal  iK-rsonnel: 

Civilian . 

Military . 

Total . 

2.  Individuals  (other  than  active  Feilcral  {X'rsonnel'): 

Civilian . 

Military . 

Total . 


3.  Farmers  (inch  footl  subsidies)  • . 

4.  Business  • . 

5.  Holders  of  the  Fei.leral  debt  (interest  payments) . 

6.  State  and  local  governments . 

7.  International  organisations,  foreign  governments  and  C.  S.  expirters... 

8.  Producers  of  goods  and  services,  transixirtation,  and  miscellaneous . 

Total . 


«  Excluding  payments  for  purchase  of  gotxls  and  servic**s. 

Detail  will  not  necessarily  odd  to  totals  due  to  rounding.  Calendar  y<-ur  11M7  Ls  estimated. 

While  Federal  cash  expenditures  are  exjiected  to  decline  by  about 
6  billion  dollars  from  calendar  year  IhlG  to  calendar  year  1947,  State 
and  local  expenditures  are  expected  to  increa.^e  by  approximately  1 
billion  dollars,  largely  because  of  a  probable  increase  in  expenditures 
for  public  works,  veterans’  bonuses,  and  an  increase  in  pay  rates. 

Thus  there  will  be  a  net  reduction  in  j^overnmental  expenditures  on 
all  levels  by  about  5  billion  dollars.  As  has  b<‘en  shown  in  Table  II 
above,  a  considerable  decline  in  Fetleral  expenditures  took  place 
during  the  calendar  year  1946,  and  only  a  small  further  decline  is 
expected  for  this  year  as  compared  with  the  end  of  last  year.  The 
economy  seems  already  to  have  adjusted  itself  to  the  decline  in  Fed¬ 
eral  spendinjr  that  took  place  during;  the  first  three  (juarters  of  1946 
without  a  net  loss  in  employment  or  production.  This  testifies  to  the 
effect ivene.ss  of  reconversion  policies. 

Durinj;  the  war.  State  and  local  payments  were  reduced  Indow  pre¬ 
war  levels  whereas  receipts  from  the  public  increased  somewhac.  'Fhe 
total  of  State  and  local  gross  debt  was  reduced  by  about  4  billion 
dollars. 

Since  VJ-day,  State  and  local  expimditures  have  steadily  increased. 
This  trend  is  likely  to  continue  in  1947. 

State  and  local  revenues  in  1947  will  probably  not  greatly 
different  from  those  in  1946  unless  there  is  a  sharp  drop  in  economic 
activity  or  prices.  Payments  to  and  receipts  from  the  public  of  State 
and  local  governments  will  be  in  approximate  balance  during  this 
year. 


CnU'iuiar  ypiir 

Change 

ma 

1947 

f>.  2 

4.3 

-0.9 

0.  1 

3.6 

-2.5 

11.4 

7.9 

-3.5 

4.  1 

3.7 

-0.4 

7.8 

6  5 

-1.3 

U.U 

10.  2 

-1.  7 

1.0 

1.2 

+0.2 

1.8 

1.0 

-o.s 

3.1) 

3.7 

1.0 

l..'i 

+0.5 

2  1 

3  9 

+  1.8 

116 

9.7 

-1.9 

44.7 

39.0 

-5.7 
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VI 

Sl'MMAUY  OF  ECONOMIC  CONDITIONS  AND  TRENDS 

On  the  plus  side  of  the  economic  led"er  we  possess  a  fabulous  wealth 
of  resourees.  Our  industrial  ])lant  is  lar^jer  and,  in  many  cases,  better 
than  ever  before.  Funds  for  business  expansion  are  ample  and  profit 
incentives  are  hi*;!!  in  most  lines.  Our  labor  force  has  greatly  in¬ 
creased  its  number  of  stmiiskilled  and  skilled  workers.  The  spending 
power  of  consumer.s,  as  a  whole,  is  mueh  higher  than  it  ever  was  before 
the  war.  ('onsumer  desii-es  are  fortified  hy  a  backlog  of  unsatisfied 
wants,  particularly  for  housing,  commercial  construction,  automo¬ 
biles.  household  appliaiu'es.  furnishings,  and  other  durable  goods. 
There  are  long-dcfei  red  aiid  needed  public  works — Federal.  State,  and 
local.  'I'here  is  a  strong  and  sustained  foreign  demand.  More  than 
that,  we  can  be  optimistic  alwuit  the  desire  to  buy,  because  of  the 
higher  standards  of  living  which  almost  all  of  our  i)eople  have  recently 
enjoyed  and  which  they  uo  not  want  to  forego. 

While  tlu'.se  favorable  factors  in  our  economic  situation  are  funda¬ 
mental,  it  is  more  practical  and  profitable  to  examine  weaknesses  that 
need  c(jrnMf ions  than  to  congratulate  ourselves  upon  the  blessings 
which  we  alreaTly  enjoy. 

1.  ('hief  among  tlie  unfavorable  factors  is  the  marked  decline  in 
real  ptirchasing  power  of  great  numbers  of  consumers,  resulting  from 
the  large  ju’ice  increases  in  the  second  half  of  last  year.  Maximum 
production  and  employment  this  year  would  yield  a  substantial  in¬ 
crease  in  the  available  sujiply  of  consumer  goods  and  services,  espe¬ 
cially  in  the  area  of  durable  goods.  This  requires  higher  real  pur¬ 
chasing  power  to  take  the  goods  off  the  market. 

If  price  and  wage  adjustments  are  not  made — and  made  soon 
enough — there  is  danger  that  consumer  buying  will  falter,  orders  to 
manufacturers  will  decline,  production  will  drop,  and  unemployment 
will  gi’ow — unless  consumers  resort  to  large  additional  borrowing 
and  use  of  past  .savings  to  buy  the  increased  supply  of  goods.  These 
temporary  expedients  are  limited  in  power  and  even  if  available, 
wouhl  merely  jmstpone  the  day  of  reckoning. 

‘J.  Weakening  of  the  activity  of  investment  might  oUji#<*^ralso  as 
an  obstacle  to  maximum  employment,  product purchasing 
power.  I f  industrial  and  commercial  construction  slackens,  and  prices 
for  residential  construction  remain  high  as  compared  vith  incomes 
of  laborei-s  and  white-collar  workers,  our  maximum  employment  ob¬ 
jective  might  be  threatened  this  year  or  soon  thereafter. 

Labor-management  strife,  with  severe  work  stoppages,  remains  a 
possibility.  This  would  directly  interfere  with  production  or  employ¬ 
ment  by  creating  or  intensifying  shortages  of  materials,  parts,  or 
equipment.  Through  creation  of  uncertainties  about  demand  or  supply 
and  costs  of  materials,  it  might  lead  to  reductions  in  business  outlays 
for  plant,  equipment,  and  inventories. 

That  is  why  in  my  State  of  the  Union  Message  I  placed  so  much 
stress  upon  successful  labor-management  relations. 
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During  this  year,  the  uiiderlyinfj;  favorable  factors  are  stronfj  enough 
to  maintain  hiph  prosperity.  But  tliis  year  hrinj^s  us  face  to  face  witli 
maladjustments  and  unfavorable  jiossibilities  which,  if  not  corrwted 
or  prevented,  could  cause  a  recession  in  production  and  employment. 
The  Government  will  watch  this  situation  and  be  prepared  for  action 
if  needed. 

I  shall  now  proceed  to  discuss  the  contribution  lain)!’,  business,  agri¬ 
culture,  and  the  Government  can  make  to  the  solution  of  thest'  basic 
problems,  alon<;  with  recommendations  related  to  other  elements  in  a 
“national  economic  policy”  as  calleil  for  by  the  Employment  Act. 

VII 

RECOMMENDATIONS 

Sn ORT-RA NOE  I’RlHiR A  M 

My  short-range  recommendations  have  long-range  significance  as 
well.  But  they  merit  immediate  attention  from  the  Congress  and 
from  the  people  as  a  whole  because  of  their  influence  upon  wonomic 
conditions  in  1947. 

1.  Pnces  aj\d  wagen 

Removal  of  emergency  price  and  wage  controls  has  restored  the 
main  responsibility  for  prices  and  wages  to  business,  labor,  farmers, 
and  consumers.  The  Government  can  point  out  dangers  seen  from 
the  pei-spective  of  the  whole  economy,  but  the  correctives  must  largely 
be  applied  by  othei-s. 

Business  should  reduce  prices  wherever  ])ossihle  in  order  to  bring 
about  the  necessary  increase  in  consumer  juirchasing  power  to  bolster 
their  markets.  Price  reductions  are  es|)i'cially  needed  in  the  case  of 
goods  such  as  many  articles  of  food,  clothing,  housefurnishings.  and 
building  materials,  whose  prices  have  risen  out  of  line.  If  busi¬ 
ness  makes  these  reductions  in  a  timely  and  orderly  way,  it  will  help 
sustain  markets  rather  than  destroy  them. 

Farmers  must  realize  that  last  year’s  exceptional  farm  prices  will 
fall  somewhat  as  world  f(M)d  supplies  increase  and  as  consumers  find 
a  more  ample  supply  of  durable  goods  to  purchase.  Existing  price 
suj)ports  allord  ])rotection  against  a  severe  price  decline. 

Labor,  on  its  j)art,  must  recognize  that  high  volume  at  low  costs  and 
low  prices  requires  high  ])r(Kluctivity  and  the  al>sence  of  restrictions 
on  production.  For  its  own  advantage  as  well  as  that  of  the  country 
at  large,  labor  should  refrain  from  demands  for  excessive  wage  in¬ 
creases  that  would  require  price  increast's  or  would  prevent  price 
reductions  that  are  necessary  to  sell  the  capacity  output  of  the  product. 

Management  in  turn  should  recognize  that  increased  jiroductivity 
permits  wage  increases  in  some  cases  as  well  as  j)rice  reductions;  and 
that  wages  and  salaries  need  to  be  raised  where  they  have  laggivl  sub¬ 
stantially  behind  the  increase  in  living  costs  in  the  past  few  years  or 
where  they  are  substandard. 

But  just  as  there  can  be  no  universal  or  uniform  rule  to  govern  price 
reductions,  so  there  can  lie  no  uniform  rule  relating  to  wages.  Both 
price  adjustments  and  wage  adjustments  are  necessary  in  the  ensuing 
months.  Wage  adjustments,  like  jirice  adjustments,  need  to  be  made 
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witli  >i  cliscriniiniitin^  regard  for  individual  situations  throughout  the 
economy. 

d'he  Cloveinment  can  lielp  in  several  ways  to  maintain  a  balance 
between  prices  and  wages.  Procurement  agencies  will  avoid  policies 
that  stimulate  price  increases  oi’  prevent  reductions.  Disposal  of 
surplus  gcKxls  will  be  sj)ee(UHl.  The  antitrust  laws  will  be  applied 
vigorously  to  prevent  and  eliminate  restrictive  practices  and  pricing 
abuses. 

'riie  ('ongress  should  take  steps  at  once  to  extend  rent  control  beyond 
next  June.  A  large  increa.se  in  rents  would  substantially  reduce  con¬ 
sumer  purchasing  power. 

On  the  wage  side,  the  Congress  should  extend  the  coverage  of  the 
Fair  Labor  Standards  Act  to  classes  of  workers  in  interstate  commerce 
now  excluded,  and  should  raise  the  minimum  wage  in  view  of  the 
substantial  rise  in  the  cost  of  living  and  in  the  national  production 
since  it  was  enacted. 

Social  sccwrit]/ 

I  shall  treat  generally  of  the  social-security  program  in  a  subsequent 
section  dealing  with  long-range  programs  and  recommendations.  In 
view  of  current  economic  trends,  however,  certain  action  is  desirable 
at  once.  I  urge  the  Congress  to  take  immediate  steps  to  revise  benefit 
payments  under  the  social-security  sy.stem.  The  Congress  has  already 
authorized  a  temporary  increase  in  public  assistance  benefits.  This 
legislation  expires  by  the  end  of  this  year  and  new  legislative  action 
is  rccpiircMl.  Benefits  under  the  old-age  and  survivors’  insurance  sys¬ 
tem  should  also  be  adjusted.  The.se  measures  are  necessary  to  alle¬ 
viate  real  hardshij)  which  has  been  aggravated  by  increases  in  the  cost 
of  living.  Beyond  that,  adequate  social-security  benefit  payments 
provide  a  desirable  support  to  mass  purchasing  power. 

J.  llouxing 

More  than  a  million  additional  housing  units  need  to  l)e  .started  in 
'I'his  goal  will  not  oidy  furnish  badly  needed  shelter  to  our 
veterans  and  other  citizens,  but  will  i-csidt  in  a  sizable  contribution 
of  the  housing  industry  toward  emplovment  and  purchasing  power. 
.Vt  the  lowest  cost  levels  foreseeable  this  year,  one  million  additional 
housing  units  will  approximate  an  investment  of  0  billion  dollai-s 
during  1047. 

As  shortages  of  materials  and  manpower  disappear,  the  main  threat 
to  a  high  volume  of  housing  is  the  high  level  of  current  housing  prices 
relative  to  the  volume  of  consumer  income. 

To  reduce  the  cost  of  housing  on  all  fronts  and  by  all  desirable 
methods,  we  must  start  as  promptly  as  possible  a  long-range  housing 
progiam.  Such  a  program  can  stimulate  large  investments  in  land 
acquisition  and  piaqiaration  for  development.  It  can  start  the  flow 
of  new  types  of  private  investment  into  housing  ventures.  It  can 
bring  the  traditional  home-building  industry  into  rental  housing  as 
well. 

No  subject  has  received  more  protracted  study  by  the  Congress  lead¬ 
ing  to  more  uniform  conclusions.  Nonpartisan  housing  legislation 
was  introduced  in  the  Seventy-ninth  Congress  and  passed  the  Senate 
by  a  large  majority. 
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On  sevVral  occasions,  I  have  urjjod  onactnicnt  of  this  program  which 
was  developed  within  the  C’on^ress  itself.  I  again  urge  enactment 
of  this  program  at  the  earliest  possible  moment. 

4.  Taxation 

E.\j)ert  and  lay  opinion  Ls  in  agreement  on  the  ride  of  .sound  public 
finance  that  calls  for  a  surplus  in  (lovernment  revenues  over  expeiuli- 
tures  while  employment  is  high  and  the  total  of  income  is  large.  In 
the  present  economic  situation,  it  is  clear  that  it  would  Ik*  uiusouiul 
fiscal  policy  to  reduce  ta.xe.s. 

Evervone  is  agreed  that  the  tax  bunlen  is  great  and  should  be 
reduced  as  soon  as  po.ssible.  When  reductions  come,  it  will  be  im¬ 
portant  that  they  be  fairly  and  e<iuitably  distributed,  that  they  con¬ 
tribute  to  tlie  maintenance  of  purchasing  power  by  reducing  the 
burden  on  the  mass  of  consumers,  and  that  they  lielp  provide  the  work 
and  business  incentives  essential  for  a  higli  level  of  production.  There 
are  various  ways  of  accomnlishing  these  objectives  of  tax  policy  and 
of  making  an  equitable  reduction  of  taxes  fairlj’  distributed  over  all 
levels  of  income.  These  problems  should  receive  careful  study  so  that 
we  are  adequately  prepared  for  wise  action  when  the  time  comes. 

5.  Lahor-vianogement  relations 

I  have  transmitted  to  the  Congres.s,  in  my  State  of  the  Union  Mes¬ 
sage,  recommendations  covering  tlie  broad  field  of  labor-management 
relations,  and  need  not  dwell  further  on  them  here.  ( Apptuulix  C.) 

It  is  im])ortant,  however,  to  emphasize  once  more,  in  relation  to 
our  goal  of  a  permanent  high-production,  high-employment  economy, 
the  key  responsibility  that  both  management  and  labor  have  in  help¬ 
ing  to  achieve  this  goal.  Sound  collective  bargaining  is  e.ssential. 

In  order  to  build  an  enduring  pros[)erity  for  ourselves  and  our 
children,  we  must  and  we  shall  solve  the  prolilem  of  making  necessary 
adjustments  in  wages  and  working  conditions  without  round  after 
round  of  crippling  and  futile  halts  in  production. 

I.<  )N(;-R  A  NO  E  l*l{(  M  ;U A  M 

The  war  has  left  us  a  tremendously  increased  pnxluctive  poten¬ 
tial,  and  further  increases  are  in  store.  In  order  to  keep  our  expand¬ 
ing  economic  activity  in  liiu*  w  itli  our  growing  capacities,  tm*  extraor¬ 
dinary  jiostwar  demand  that  we  enjoy  today  must  be  transformed 
into  sustained  demand  of  an  expanding  peacetime  economy. 

Elimination  of  wartime  controls  d(K>s  not  mean  that  we  want  to  go 
back  to  the  size  of  economy  we  had  before  the  war.  'Phe  pos'^ibilities 
and  requirements  of  a  sustained  i?0()-billion-dollar  economy  dilFer  from 
those  of  an  unstable  100-billion-dollar  economy. 

A  variety  of  nn  asures  will  be  needed  to  fortify  the  basic  structtire 
of  the  American  economy  before  the  transformation  fnmi  war  and 
reconversion  to  a  high-consumption  peacetime  economy  is  completed. 
We  are  still  at  the  threshold  in  formulating  a  program  of  consistent 
policies  desimied  to  give  business,  agricuUttre,  and  labor  the  oppor¬ 
tunities  which  are  envisaged  in  the  Employment  Act. 
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THE  LA30R  FORCE 

Since  V-J  Day,  the  armed  forces  have  released 
over  ten  million  men  and  women, 


MIUIOHS  OF 
fUSOMS 


ond  the  civilian  labor  force  has  reached  peak  levels 


CIVILIAN  EMPLOYMENT 


New  setici  beginning  July  194S 


Source  Department  of  Commerce 
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A  lon<;-r:ui^e  proirrain  (losi'riu'il  to  sf ivnirl lu'ii  tho  struct uro  of  the 
Aiuorican  coonoiuy  should  iuchulc  j)olicies  toward: 

1.  Kllicient  utilization  of  the  labor  force; 

2.  Maxiiuuni  utilization  of  productive  resources; 

Encoura^emeut  of  free  couipet  itive  enterprise ; 

4.  I’roinotinj;  welfare,  health  and  security; 

5.  Cooperation  in  international  economic  ivlations; 

(5.  Combat in<j:  economic  fluctuations. 

1.  K-ffxcicnt  utilization  of  the  labor  farce 

The  Nation's  labor  force  is  its  greatest  pnaluctive  asset.  Prudimt 
use  of  our  human  resources  requires  a  workintr  population  not  only 
larjje  and  well-trained,  but  enjoyin*;  hij;h  American  standards  of 
health,  education,  security,  and  personal  and  political  freedom. 

We  must  develop  and  utilize  fully  the  skills  of  our  labor  force.  We 
must  improve  productive  etliciency  through  industrial  traininj;  and 
counseling;  focused  on  employment  oj)poit unit ies  in  various  occupa¬ 
tions,  industries,  and  localities.  I  am  directing  the  Federal  ajxencies 
concerneil  to  initiate  a  study  of  these  pro;;rams,  in  coopeiation  with 
State  and  local  authorities,  in  order  to  improve  such  trainiiif;  and 
services  and  to  remedy  inconsistencies  and  ^aps. 

4'he  I'cturn  of  the  Employment  Service  to  State  administ lat ion 
should  not  result  in  its  disintegration  into  4S  disconnected  pieces,  nor 
in  the  subordination  of  the  placement  stu  vice  to  uneiuDloyment  insui- 
ance.  An  eflicient  placement  service  requires  uuitorm  minimum 
standards  and  an  integrated  interstate  system  for  disseminatim;  job 
information  and  placing  workers  across  State  lines. 

We  must  end  discrimination  in  emplovmeut  or  wajres  against  cei  tain 
classesof  workers  rejrardless  of  their  individual  abilities.  Disci  imiua- 
tion  apainst  certain  racial  and  religious  <rroups,  against  workeis  in  late 
middle  ajje,  and  ajjainst  women,  not  only  is  repuj^nant  to  the  prin¬ 
ciples  of  our  democracy,  but  often  creates  artificial  ‘‘labor  shortages” 
in  the  midst  of  labor  surplus.  Employei-s  and  unions  both  net'd  to 
reexamine  and  revise  practices  result  in*;  in  discrimination.  I  n'com- 
mend  that,  at  this  session,  the  Con*;ress  provide  permanent  Federal 
lef;islation  dealing;  with  this  problem. 

2.  Majnmum  utilization  of  productii'e  resources 

In  our  free-enterprise  system,  we  rely  mainly  upon  private  iirtiative 
to  expand  the  productive  base  of  the  economy.  Our  pnxluctive 
capacity  has  ^rown  not  only  throu*;!!  technoloj;ical  developments,  but 
also  throu"h  a  steady  stream  of  additions  to  plant  and  equipment. 
Output  per  man-hour  has  increased  on  the  avera4;e  some  3  jiercent 
per  year  over  the  decades. 

The  whole  history  of  America  indicates  that  this  prop:re.ss  can  Im‘ 
entrusted  mainly  to  tho  initiative  and  inventiveness  within  our  busi¬ 
ness  system.  But  we  do  need  Nation-wide  concerted  action  to  remove 
the  fear  that  demand  will  periodically  be  inadequate  to  absoro  maxi¬ 
mum  production.  This  is  what  puts  brakes  upon  inventiveness  and 
initiative. 

Even  in  times  of  prosperity,  aside  from  war.  a  substantial  portion 
of  our  productive  facilities  has  been  idle.  Recurrent  depressions 
have  brought  paralysis  to  as  much  as  one-third  or  even  one-half  of  our 
plants  and  machines. 
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Wliil(‘  the  Goveninieiit  litis  a  function  in  the  encouraixenient  of  new 
industries  and  the  development  and  dissemination  of  research,  the 
greatest  incentive  that  the  Goveiaunent  can  provide  for  business  ])ro- 
diictivity  is  through  helping  to  prevent  depressions.  If  j)roduction 
incentives  are  adecpiatt*,  business  will  expand  without  hesitancy  when 
markets  foi-  its  proilucts  are  reasonably  assured  throujrh  a  successful 
Nation-wide  pro»rram  for  continuous  maximum  emi)loyment,  produc¬ 
tion,  and  |)urchasin^  power. 

Affriniltvrc. — The  soil  is  one  of  the  most  valuable  economic;  assets 
of  the  Nation.  Most  etfective  utilization  and  conservation  of  this  re¬ 
source  should  he  an  important  aim  of  the  agricultural  projjram  of  the 
Government. 

We  have  experienced  amaziiif^  tc'chnolo^ical  pi'ojrress  in  agriculture 
and  further  prop;ress  is  to  he  expected.  This  profriess  necessitates  ad- 
justtmuits  in  farminjr,  adjustments  in  the  ])rocessinjj  and  manufacture 
of  foods  and  clothinjr,  and  in  the  prcKX'ss  of  distribution. 

American  airriculture  sutfereil  a  severe  depression  in  the  years  fol¬ 
lowing  the  Fir.st  World  War.  This  situation  was  {renerally  recog¬ 
nized  by  all  jrroups.  It  resulted  in  lar^e-scale  governmental  pro¬ 
grams  to  help  the  farmer  get  incomes  more  nearly  in  line  with  the  in¬ 
comes  of  other  groups. 

The  long-range  agricultural  policy  of  the  Government  should  be 
aimed  at  preserving  the  family-sized  farm  and  preventing  another 
agricultural  depression  as  we  go  through  the  readjustments  following 
the  S(‘Cond  World  War.  It  should  help  to  see  that  farmers’  incomes 
do  not  fall  lielow  those*  earned  by  other  comparable  productive  groups. 
This  should  involve  the  least  possible  interference  in  the  management 
of  actual  farming  operations.  It  should  Im*  accomplished  without  use 
of  subsidies  so  far  as  feasible.  We  should  seek  to  make  it  possible  for 
farmers  to  earn  good  incomes  through  their  own  efforts. 

Above  all,  the  long-range  agricultural  policy  of  the  Government 
should  be  based  upon  the  principle  of  plenty  and  not  upon  the  encour¬ 
agement  of  scarcity.  The  term  “maximum  production”  in  the  Em- 
plovment  Act  applies  to  the  fann  as  well  as  to  the  factory.  This  basic 
policy  is  inconsistent  with  a  policy  of  production  restriction,  though 
w(‘  must  take  a  realistic  view  of  tlie  projmrtion  that  agi'iculture  as  a 
whole  Ix'ars  to  the  economy  and  also  of  the  relative  amount  of  effort 
devoted  to  the  several  lines  of  production.  Our  domestic  capacity  to 
absorb  the  products  of  our  fanns — if  farmers  are  encouraged  to  turn 
their  productive  efforts  in  the  right  directions — will  be  enormous  as 
we  get  nearer  to  solving  the  problems  of  sustained  employment  and 
high  purchasing  power.  How  much  of  an  export  surplus  from  the 
United  States  the  markets  of  the  world  will  be  able  to  a^orb  will  de¬ 
pend  in  part  on  our  international  economic  policies,  notably  as  to  in¬ 
dustrial  imports  and  overseas  investments. 

Agricultural  production  increased  more  than  30  percent  during  the 
war.  Technological  improvements  in  farming  and  in  food  distribu¬ 
tion  would  make  it  possible  not  only  to  continue  this  high  rate  of  pro¬ 
duction,  but  also  to  increase  it  substantially  during  the  next  few  years. 

The  high  rate  of  agricultural  production  during  and  since  the  war 
has  been  supported  by  unusually  high  rates  of  food  and  fiber  consump¬ 
tion.  For  the  satisfactory  solution  of  our  agricultural  problems  dur¬ 
ing  the  next  several  years  it  is  essential  tliat  we  maintain  these  high 
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rates  of  consumption,  or  oven  iiuMvase  them.  Tliis  is  desirahle  not 
only  from  the  fanner’s  point  of  view,  hut  from  the  point  of  view  of 
American  diets  and  standards  of  living. 

The  Coufiress  lias  recently  authorized  a  permanent  school-hmch 
profTiam  in  cooperation  with  the  States.  1  hojie  this  luojxram  will  l>e 
expanded  until  we  are  sure  that  every  American  school  child  pets  an 
adequate  diet.  In  addition,  we  should  study  <‘arefully  the  possible 
need  for  food  and  nutrition  ]iropiams  to  reach  low-income  families. 

The  Conpress  also  recently  authorized  a  broad  and  strenpthened 
propram  to  improve  the  marketinp  and  distribution  of  farm  products. 
This  includes  the  strenptheninp  of  research  and  educational  work,  as 
well  as  the  improvement  of  the  various  marketinp  services  performed 
by  the  Government.  We  shall  need  to  pive  increasinp  emphasis  to 
marketinp  durinp  the  next  few  years.  Better  marketinp  can  po  a  lonp 
way  toward  maintaininp  adequate  rates  of  consumption,  with  lienefit 
to  farmers  and  the  public  alike. 

We  must  honor  the  Government’s  commitment  to  sup])ort  farm 
product  prices  durinp  the  period  of  readjustment  to  a  stabilized  peace¬ 
time  basis.  However,  experience  within  the  past  year  has  demon- 
.st rated,  on  a  small  scale,  some  of  the  danpers  that  may  result  from 
holdinp  the  support  level  for  any  commodity  too  hiph.  This  only 
leads  to  maladjustments  within  apriculture,  to  the  wastape  of  food, 
and  to  unnecessarily  larpe  Government  expense. 

The  Government's  lonp-ranpe  propram  to  support  fann  incomes  at 
reasonable  levels  must  lx*  kept  flexible.  It  should  lie  desipned  to  en- 
courape  adjustments  of  production  in  line  with  the  capacity  of  markets 
to  take  products  at  a  price  remunerative  to  eflicient  farminp.  It  should 
promote  well-manape<l  use  of  our  vast  resources  of  farm  land, 
machinery,  and  api'icultural  labor  in  such  ways  as  to  be  profitable  to 
farmers  and  of  maximum  benefit  to  the  public  as  a  whole. 

The.  standard  of  livinp  on  fai-ms  depends  on  more  than  the  amount 
of  money  income  received  by  farmers.  Farm  communities  have  never 
received  comparable  tiTatment  with  cities  in  such  matters  as  education, 
housinp,  medical  care,  health,  nutrition,  and  social  security.  Fedenil 
and  State  proprams  in  these  fields  should  pive  increasinp  attention  to 
the  needs  of  rural  areas. 

Reqhmol  dex^clo'pwent. — Wide  tvpions  of  this  country  still  hold  the 
])romise  of  tremendous  (‘conomic  development.  The  Government 
should  examine  particularly  the  contribution  it  can  make  toward  this 
development  by  stimulatinp  prodtiction  and  distribution  of 
low-cost  hydroelectric  enerp^',  by  developinp  flood  control  and  navipa- 
tion,  by  improvinp  roads,  by  enforcinp  fair  competitive  rates  of  trans¬ 
portation,  by  removinp  barriers  to  truck  transjioi  tation,  by  land  drain- 
ape  and  irripation  projects.  We  need  to  rebuild  croplands,  prazinp 
areas,  and  forests.  Future  proprams  of  resource  and  industrial  de¬ 
velopment  should  be  prepared  so  that  we  can  move  ahead  rapidly  at 
the  appropriate  time. 

Even  under  today's  full  employment  conditions,  there  are  a  few 
chronically  depre^ssed  areas,  and  some  areas  left  strande<l  by  tlie  end 
of  the  war.  These  problem  areas  were  created  by  the  interplay  of 
Nation-wide  forces,  and  our  Government  has  the  responsibdity  of 
assistinp  these  communities  in  developinp  ways  and  means  of  improv¬ 
ing:  their  positions.  The  Council  of  Economic  Advisers  will  pive 
particular  attention  to  these  problems. 
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F*  iU  ral-aid  prograim. — The  Federal  (iuvernnieiit  is  en<xa<red  in 
several  profjjrains  of  •jjrants-in-aid  to  State  and  local  j^overnments 
involving  lariie  amounts  of  money.  Further  projrrams  are  planned. 
I  lu'se  profzrains,  particularly  those  related  to  health  and  education, 
public  works,  and  road  and  airport  construction,  contribute  Greatly 
toward  hrinjriii'x  all  sections  of  the  country  up  to  the  levels  of  pro- 
iluctivity  consistent  with  American  standards  of  livinfr. 

I  have  asked  the  Council  of  Economic  Advistns  to  cooperate  with 
the  Hiireaii  of  the  liudjxet  and  other  Federal  a'rencies  concerned,  and 
with  State  and  local  advisoiy  committees,  to  undertake  a  study  of 
h'ederal  frrants  to  State  and  l(K‘al  fj;overnments  to  determine  to  what 
extent  revist'd  standards  for  the  distribution  of  these  grants  may  take 
into  account  more  fidly  the  needs  for  support  that  exist  in  various 
parts  of  the  country. 

Fttfjlic  tporks. — Aggregate  expenditures  for  public  works  are  large. 
'Phey  obviously  have  a  considerable  effect  ujK)n  the  whole  economy. 
Fuilher,  since  many  public-works  projects  are  not  related  to  the  daily 
problems  of  business  operations  nor  to  the  daily  needs  of  consumers, 
they  are  subject  to  adjustment  in  their  time  of  commencement  and 
their  rate  of  progrovss.  This  had  led,  particularly  in  recent  years,  to 
an  overemplnusis  upon  the  prospects  of  stabilizing  our  whole  economy 
through  the  bold  use  of  public  works. 

There  are  valid  reasons  why  public  works  cannot  accomplish  as 
much  toward  stabilization  as  some  have  supposed.  In  the  event  of 
severe  unemployment,  they  cannot  be  generated  in  sufficient  volume 
to  avoid  supplementati«)n  by  other  means.  In  a  period  of  mild  reces¬ 
sion,  they  cannot  be  generate<l  on  time  to  be  fully  effective.  If  the 
tempo  of  the  public-works  program  is  geared  to  some  business  index, 
the  reserves  accumulated  for  emergency  use  may  l)e  used  after  they 
are  needed  and  they  then  bei'ome  inflationary  rather  than  stabilizing. 
Even  if  advance  j)reparations  are  made  through  the  completion  of 
plans,  the  acquisition  of  sites,  and  the  aecumulation  of  funds,  there 
will  be  an  inevitable  time  lag  between  calling  the  emergency  program 
info  ojieration  and  the  employment  of  men  on  the  job. 

'Phese  comments  are  substantiated  by  ex|K‘rience.  The  chief  lesson 
to  be  learned  is  that  no  one  device  constitutes  an  adequate  safeguard 
against  recession  or  an  adequate  fighting  apparatus  against 
depression.  All  useful  devices  need  to  be  thought  through  in  advance 
and  blended  into  a  consistent  program. 

Instead  of  regarding  public  works  as  the  first  and  foremost  device 
to  restore  our  whole  economy  when  it  sags,  we  should  attempt  to 
stabilize  public-works  construction  according  to  our  long-term  needs. 
Increasing  regularization  of  public-works  expenditures  at  all  levels 
of  governmental  activity  over  a  long  period  will  offer  an  assurance 
of  a  demand  for  capital,  of  a  market  for  materials  and  equipment, 
and  of  a  field  for  employment  which  will  assist  in  stabilizing  that 
.segment  of  the  business  world.  This  approach  to  public  works  will 
have  the  further  advantage  of  appraising  their  size  and  character  in 
terms  of  our  total  national  neeils. 

This  policy  by  no  means  forestalls  the  expansion  of  public  works  as 
a  su.staining  factor  if  recessions  or  depressions  should  unfortunately 
develop  despite  our  best  efforts  to  avoid  them.  The  very  procedure 
nece.ssary  for  long-term  regularized  expenditure  will  pave  the  way 
for  more  effective  emergency  use  than  in  the  past. 
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lit'scarrh  otul  jiatentx. — The  Thiited  States  will  this  year  invest  more 
than  1  billion  dollars  in  research.  In  order  to  protetd  national 
secui'ity  and  the  tlevelopiiumt  of  the  domestic  economy,  I  have 
established  by  Executive  Order  a  Presidential  Kesearc'h  Hoard  to  sur¬ 
vey  Federal  research  and  development  proj^rams.  'I'he  continuance 
of  a  research  proirram  of  lar^e  mairnitude  for  many  years  to  coim*.  to- 
jrether  with  the  fact  that  many  of  the  inventions  resulting  from  it 
will  be  patentable,  calls  for  action  to  protect  the  ]mhlic  interest  in  in¬ 
ventions  and  discoveries  resultinj;  from  expenditures  of  public  funds. 
1  hope  that  suitable  leixislation  for  a  uniform  |)atent  j)olicy  will  be 
enacted  by  the  ('on<;ress  at  this  session. 

J.  Knconracferncnt  of  free  competitive  enter pvixe 

It  is  imperative  that  there  be  no  restrictions  on  free  competition 
resultin<jf  in  curtailment  of  production  and  employment,  or  in  main¬ 
tenance  of  hi<rh  prices,  or  in  interference  with  freedom  to  invest  funds, 
or  in  hamperinjj  the  entry  of  new  firms  to  any  line  of  pnaluction  or 
tiade.  I  recommend  that  the  Congress  review  the  studies  made  by 
the  Temporary  National  Economic  Committee  and  by  other  C'on- 
gressional  Committees  with  a  view  toward  supplementing  or  strength¬ 
ening  existing  legislation  in  this  field.  Among  the  steps  to  be  taken 
is  the  extension  of  Section  7  of  the  Clayton  Act  to  prohibit  mergers 
by  the  acquisition  of  assets,  as  well  as  by  the  acapiisition  t)f  stock 
control. 

Enforcement  of  exhtinq  antitrust  laws. — The  Antitrust  Division 
of  the  Department  of  .Justice  and  the  Federal  Trade  Commission  have 
both  labored  under  inadecpiate  appropriations.  They  should  be  ladter 
supplied  with  funds  so  that  their  activities  can  be  more  closelv  inte¬ 
grated.  Accordingly,  I  am  recommending  in  the  Budget  Afe.ssage 
increased  appropriations  for  the  control  or  monopolistic  practices. 

Encouragement  of  small  business. — The  Government  should  take 
aflirmative  action  to  enlarge  the  opportunities  for  eflicient  and  enter¬ 
prising  small  businesses. 

I  believe  that  the  Government  should  study  ways  ami  means  of 
facilitating  the  availability  of  long-term  credit  and  ecpiity  capital  to 
small  and  promising  business  enterprises. 

The  Department  of  Commerce  has  develo|H'<l,  and  will  further  de¬ 
velop,  business  service  programs  providing  businessmen  with  such 
information  on  markets  and  technical  and  commercial  facts  as  only 
large  establishments  can  provide  by  their  own  staffs. 

Consideration  should  l>e  given  to  the  impact  which  existing  taxes 
have  upon  small  and  growing  businesses. 

Jf.  Promoting  welfare.,  health,  and  securitg 

Tliere  are  certain  programs  of  Government  which  have  come  to  be 
looked  upon  as  “welfare  programs”  in  a  narrow  sense.  This  has 
placed  them  in  an  insulated  compartment.  They  have  not  Ix'en  s  ifli- 
ciently  related  to  the  needs  of  the  economy  as  a  whole.  In  fact,  tney 
are  r  part  of  the  problem  of  maximum  employment,  production,  and 
purchasing  power. 

The  Employment  Act  presents  the  opportunity  to  abandon  this  insu¬ 
lation,  and  to  put  these  programs  back  in  the  economic  setting  from 
which  they  must  draw  their  sustenance. 

Unemployment  insurance  is  designed  to  take  care  of  the  unemployed 
as  a  matter  of  right  rather  than  of  charity,  but  it  also  provides  pur- 
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chiisinj;  power  as  a  cushion  a<j;ainst  recessions,  and  its  tax  features  are 
of  general  economic  significance,  Jietirement  and  pension  systems 
exist  to  take  care  of  workers  who  have  given  of  their  years  in  factory, 
field,  or  oflice.  But  these  systems,  holh  on  the  income  and  outgo  side, 
liave  a  profound  ell'eet  ujam  volumes  of  i)urchasing  power,  and  the 
retirement  age  needs  to  be  adjusted  to  the  size  and  composition  of  our 
labor  force  and  the  trend  of  improved  technologies.  Health  insurance 
relates  clearly  to  the  efliciency  of  workers  and  thus  to  the  j)roductivity 
of  industry  and  agriculture.  And  this  is  even  more  true  of  education, 
which  must  be  r(*shaped  continuously  to  meet  the  changing  demands 
and  job  opportunities  of  the  machine  age — or,  .some  day,  of  the  atomic 
age. 

riie  total  amounts  of  public  outlays  for  these  and  other  purposes 
need  to  be  measui-ed  against  the  total  size  of  our  economy— its  wealth 
and  ivsources  today,  and  the  trends  and  policies  which  shape  its  future. 
Many  of  the.se  programs  liave  been  born  of  a  depression  psychology’.' 
I'hev  have  proceeded  from  the  assumption  that  our  enterpri.se  .system 
will  nece,ssarilv  fail  to  employ  given  numbers  of  oeople  from  time  to 
time,  and  that  these  other  programs  mu.st  l)e  brougnt  forward  to  prime 
the  pump  or  fill  in  the  mips.  Here,  too,  we  need  a  restatement.  We 
should  regard  them  rather  as  an  ine.scapable  obligation  of  an  enlight¬ 
ened  peoj)le,  and  we  should  expand  them  as  our  re.sources  permit. 

The  relationship  between  these  welfare  programs  and  general  eco¬ 
nomic  conditions  has  bi'en  inadequately  explored.  Proposals  for  max¬ 
imum  employment,  production,  and  purchasing  power,  and  ])roposals 
traditionally  regarded  as  lieing  in  the  general-welfare  area,  should  be 
integratiMl  because  they  are  interrelated.  Further  studies  will  jiro- 
vide  the  basis  for  this  integration. 

Puhlir  health  and  edueation  profjramj*. — Among  those  whose  income 
is  less  than  the  minimum  necessary  for  a  decent  subsi.stence  are  those 
who  cannot  earn  their  living  Ix'cause  of  physical  unfitness  or  lack  of 
educational  training. 

A  combination  of  jiublic  health,  nutrition,  education,  and  regional 
development  jirograms  would  create  additional  job  ojiportunities  and 
sujiply  workers  fit  to  fill  these  jobs.  Relatively  .small  (iovernment 
expenditures  for  health  and  education  yield  a  high  national  dividend. 
It  is  more  economical  to  pre])are  people  to  earn  a  decent  living  than 
to  care  for  them  through  ivlief. 

The  Federal  Government  is  now  spending  a  large  amount  of  money 
for  health  and  education  programs  for  war  veterans,  but  general 
expenditures  in  these  fields  are  relatively  small.  T  urge  the  Congress 
to  give  early’  consideration  to  exjianded  peacetime  programs  of  public 
health,  nutrition,  and  education. 

Social  ftecuriff/. — Although  maximum  employment  would  protect 
wage  earners  generally  from  the  effects  of  prolonged  mass  unemploy¬ 
ment,  the  individual  is  still  exposed  to  many  hazards  of  economic 
insecurity. 

Our  social  security  program  has  not  kept  pace  with  the  times,  nor 
with  our  increase  in  general  living  standards.  Many  individuals  are 
not  covered  by  the  present  provisions  of  the  Act.  and  the  benefit 
pavments  to  those  covered  are  inadequate  under  today’s  conditions. 

T  recommend  that  the  Congress,  cooperating  with  the  States,  take 
action  that  will  lead  to  increasing  the  amount  and  duration  of  unem¬ 
ployment  benefits.  Present  unemployment  reserve  funds  are  ample 
to  support  such  increases. 
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I  recommend  that  the  Con<]jress  amend  the  social-security  laws  to 
extend  the  benefits  of  old-ajje  and  survivors’  insurance  to  the  occupa¬ 
tional  jijroups  now  excluded,  and  to  include  under  unemployment 
compensation  the  employees  of  all  establishments,  regardless  of  size, 
in  the  industries  now  covered  by  the  Unemployment  Compensation 
Tax  Act.  In  expandin<j  jreneral  soc’ial  security,  the  Conjjross  should 
not  overlook  the  railway  workers,  whose  protection  is  under  separate 
laws. 

While  we  compensate  workers  for  loss  of  wapes  due  to  unemploy¬ 
ment  arising  from  lack  of  work  o])portunities,  we  do  not  insure  them 
against  the  risks  of  loss  of  earninirs  from  temporary  or  permanent 
disabilitj’,  nor  against  the  costs  of  medical  care.  This  represcmts 
not  only  a  heavy  loss  for  the  individual  but  a  peat  waste  of  pro¬ 
ductive  manpower. 

There  is  an  ur»rent  need  to  spread  the  risks  arisinir  from  sickness 
and  disability  by  insuring;  Morkers  apiinst  the  loss  of  income  and  by 
])rovidinp  through  social  insurance,  ready  access  to  es.sential  preven¬ 
tive  and  curative  medical  st'rvices.  I  have,  in  a  previous  messap, 
presented  recommendations  for  a  program  of  medical  care  and  dis¬ 
ability  benefits.  I  iirjre  early  consideration  of  this  program. 

Our  present  social  insurance  system  is  financed  by  emjiloyee  and 
em])loyer  contriliutions.  We  must  recopiize,  however,  that  the  em¬ 
ployees’  contributions  and  the  employers’  pay-roll  tax  curtail  nia->s 
jiurchasing  power  and  increase  businessmen's  costs.  From  an  eco¬ 
nomic  point  of  view,  it  would  be  desirable  to  finance  a  part  of  the 
social  security  system  out  of  the  general  budget.  Therefore,  I  propose 
that  the  Cknigress,  in  working  out  a  system  of  financing  an  expanded 
social  security  prop-am,  give  full  consideration  to  the  economii*  as 
well  as  the  social  imiiort  of  various  methods  of  taxation  for  this 
purpose. 

5.  Cooperation  in  international  economic  relation-H 

While  most  of  this  Keport  has  necessarily  been  devoted  to  the 
domestic  aspects  of  employment,  production,  and  purchasing  ]>ower, 
we  must  bear  in  mind  that  we  are  part  of  a  world  economy.  Our 
sales  of  goods  and  services  abroad,  amounting  to  about  ir>  billion 
dollars  in  1946,  played  an  important  role  in  the  maintenance  of 
domestic  production,  employment,  and  purchasing  iiower  and  may 
be  expected  to  do  so  this  year.  Such  a  high  level  of  exports  reflects 
in  large  part  the  war  destruction  of  productive  capacity  in  other 
countries.  If  we  are  to  maintain  a  well-balanced  jirosperity  over  a 
long  period,  our  foreign  trade  must  be  established  on  a  more  perma¬ 
nent  basis. 

In  the  long  run  we  can  sell  to  other  countries  only  if  we  are  'villing 
to  buy  from  them,  or  to  invest  our  funds  abroad. 

Both  foreign  trade  and  foreign  investment  are  vital  to  maintaining 
a  dynamic  economy  in  this  country. 

The  shortages  we  have  sufTered  during  the  war  and  are  even  now 
experiencing  have  proved  to  us  our  need  for  foreign  imports.  We 
will  continue  to  need  imports  not  only  to  add  richness  and  variety 
to  our  standard  of  living  but  also  as  a  means  of  conserving  strategic 
materials.  We  do  not  have  to  fear  so-called  foreign  competition 
when  we  have  maximum  production,  employment,  and  purchasing 
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power.  We  must  not,  of  course,  indulge  in  indiscriminate  reduction 
of  barriers  to  imports.  Such  a  policy  is  not  contemj)lated. 

For  a  few  veal’s  we  cannot  exj)ect  to  buy  as  much  from  abroad  as 
other  countries  buy  from  us.  We  will  find  it  profitable  to  invest  a 
part  of  our  savinjjs  in  developing;  the  world’s  productive  resources 
tbrouirh  sound  loans  and  investments  of  e<iuity  capital  abroad.  This 
is  im|M)rtant  not  only  in  the  tirst  instance  as  an  immediate  outlet  for 
our  jro(Kls  and  services,  the  supply  of  which  will  he  increasing  in  the 
coming  years,  hut  also  as  a  means  of  permanently  increasing  foreign 
markets  for  our  farmers  and  businessmen.  The  quickest  demonstra¬ 
tion  of  this  can  he  seen  by  the  fact  that  nations  that  are  industrialized 
are  ojir  best  customei-s. 

Many  countries  fear  eccmomic  de{)ression  in  the  United  States  as  a 
threat  to  tlu'ir  own  stability.  If  face(l  with  the  alternatives  of 
smaller  trade  and  economic  insulation  on  the  one  hand  or  close  rela¬ 
tions  with  an  unstable  American  economy  on  the  other,  many  might 
prefer  some  insulation  as  the  lessi*r  evil. 

In  preference  to  either  of  these  alternatives,  these  countries  would 
choose  closer  relations  with  a  stable  American  economy  operating  at 
high  levels.  I  hey  have  already  begun  to  cooperate  toward  achieving 
these  related  goals:  economic  stability  and  e.xpansion  of  world  trade. 
The  International  Monetary  Fund,  designed  to  stabilize  exchange 
rates,  and  the  International  Bank  for  Beconst ruction  and  Develop¬ 
ment,  st^t  up  to  facilitate  the  international  tlow  of  capital,  have  already 
started  to  oj^'rate.  At  our  initiative,  experts  of  18  imjjortant  govern¬ 
ments  recently  worked  out  a  tentative  charter  for  an  International 
Trade  Organization.  This  charter  embodies  principle?  of  commercial 
conduct  (lesigned  to  enlarge  the  beneficial  flow  of  world  trade,  to  re¬ 
enforce  the  domestic  employment  and  development  programs  of  the 
cooperating  governments  and,  by  intergovernmental  commodity 
agreements,  to  ivmove  the  depressing  elfects  of  burdensome  world 
surpluses.  This  charter  represents  the  first  major  effort  in  the  field 
of  trade  to  replace  unilateral  action — which  often  injured  other 
countries  and  j>rovoked  retaliation — by  cooperation,  and  joint  action 
under  a  set  of  common  principles.  Uontinued  progress  in  the  forma¬ 
tion  of  the  International  Trade  Organization  represents  the  most 
important  step  that  we  can  take  to  reestablish  a  high  volume  of 
foreign  trade  on  a  sound  basis. 

The  willingness  of  many  other  countries  to  enter  the  proposed  trade 
organization  will  depend  to  a  great  extent  on  our  attitude  in  con¬ 
nection  with  the  reciprocal  tariff  negf)tiations  scheduled  for  this  year. 
In  return  for  our  own  tariff  concessions,  we  can  ho|)e  to  secure  not 
only  reduction  of  foreign  tariffs  and  discriminations  but  also  elimina¬ 
tion  of  a  mass  of  restrictions,  in  particular,  rigid  import  (piotas  pre¬ 
venting  our  access  to  foreign  markets.  Thus  we  should  press  for¬ 
ward  with  our  program  to  secure  the  reciprocal  reduction  of  trade 
barriers. 

If  we  fail  to  do  our  part  in  putting  international  economic  relations 
on  a  healthier  basis,  it  is  quite  likely  that  some  other  countries  will 
feel  compelled  to  increase  their  own  controls.  Such  a  development 
w’ould  tend  to  break  the  world  into  trading  blocs  and  could  have 
profound  effects  upon  world  politics  and  the  prospects  for  creating 
an  enduring  peace. 
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6.  V amhating  economic  fuctnat io7\A 

Only  by  blendinj;  till  practicable  programs  in  wise  ])roportions 
can  we  be  successful  in  stabilizinj^  our  economy  at  the  highest  feasible 
levels.  The  lon^j-ran^e  policies  1  have  outlined  are  designed  to 
strengthen  the  structure  of  the  economy  and  to  reinforce  its  resistance 
to  economic  lluctuations. 

The  «rreater  this  power  of  resistance,  the  less  need  there  will  lie 
for  some  of  the  limited  and  specialized  stabilizing;  devices  which  have 
received  much  attention  in  recent  years. 

I  have  directed  the  Council  of  Economic  Advisers  and  the  other 
appropriate  (lovernment  a<rencies  to  make  a  continuing;  study  of  the 
stabilization  devices  that  may  become  necessary  and  to  recommend 
their  bein^  placed  in  operation  in  ample  time  to  insure  the  anticipated 
etfect. 

Amoiifr  these  devices  are  a  well-inteprated  pro<;ram  of  employment 
stabilization;  improvements  in  the  process  by  which  workers  find 
jobs  and  eniployers  find  workers;  improvements  in  the  tax  structure; 
wise  mana|rement  of  the  public  (lebt;  and  a  flexible  creilit  policy. 

Continuinjr  policy  cannot  l)C  extemporized  from  month  to  month 
or  even  from  year  to  year;  most  policies  dpsi<rned  to  increase  the 
stability  of  the  economy  are  of  lon<i-ranf;e  character.  Fortunately, 
we  have  time  in  which  to  ])lan  delilx'rately  and  wiselv,  and  in  which 
to  secure  the  cooperation  of  all  our  citizens  in  driving;  toward  our 
common  jjoal :  an  expamlinj;  economv  of  maximum  nroduction,  em¬ 
ployment,  and  purchasing:  power  under  a  system  of  tri'e  competitive 
enterprise,  with  full  recofrnition  of  the  duties  and  resjamsibilities  of 
forward-lookinj;  j;overnment. 
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,  Appendix  A 

Explanation  of  the  Nation’s  Economic  Budget 

The  Nation’s  Economic  Budget  Is  desi<xncd  to  depict  the  flow  of 
funds  by  whicli  major  economic  groups  arc  interrelated  in  the  national 
economy.  To  this  end  it  shows  income  and  expenditures  for  con¬ 
sumers,  husinesses,  and  government,  as  well  as  the  balance  of  inter¬ 
national  trade.  Broadly  speaking,  the  decisions  to  spend  or  to  save 
of  each  of  these  groups  of  consumei*s  may  be  considered  as  springing 
from  a  different  set  of  considerations  than  those  of  the  other  groups. 
The  results  of  these  decisions  are  embodied  in  four  sets  of  accounts 
comprising  the  Nation’s  Budget. 

Expendihins. — The  expenditure  side  of  the  accounts  is  clear  and 
unambiguous.  The  meaning  of  consumer  expenditures  is  just  what 
the  name  implies.  One  exception  may  be  mentioned;  residential 
construction  is  included  with  all  other  construction  in  business  outlays. 
Business  expenditures  arc  not  the  total  expenditures  of  business,  but 
only  that  part  which  consists  in  additions  to  or  replacements  of  plant, 
machinery  or  other  equipment,  and  additions  to  inventories  (exclusive 
of  inventory  revaluation).  In  contrast,  the  operating  expenditures 
of  business  arc  part  of  prices  charged  the  consumer,  so  that  including 
them  would  involve  double  counting.  The  international  expenditure 
figure  consists  of  the  net  balance  of  receipts  from  the  sale  of  goods  and 
services  over  payments,  since  it  is  this  portion  which  is  not  balanced 
by  an  e(iuivalent  amount  of  foreign  goods  and  services  added  to  the 
domestic  supply.  Government  expenditures  consist  mainly  of  pay¬ 
ments  for  goods  and  services  currently  rendered,  but  include  certain 
other  tvpes  of  payments.  In  summmg  the  components  the  latter 
are  deducted  as  adjustments  to  obtain  the  total  national  e.xi)enditure 
for  goods  and  services,  which  is  equal  to  the  value  of  gross  national 
production. 

Income. — The  production  of  the  national  product  involves  an 
equivalent  flow  of  income  to  individuals  or  businesses  or  government 
producing  the  product.  The  manner  in  which  income  is  allocated  to 
consumers,  business,  and  government  is  somewhat  complicated,  how¬ 
ever. 

Consumers’  earned  income  consists  of  salaries  and  wages,  dividends, 
income  of  farmers  and  other  unincorporated  business,  and  interest, 
rents,  etc.,  going  to  indivitluals  and  fiduciaries.  Income  earned  in 
production  is  not  equivalent  to  income  available  for  spending  by 
consumers,  however,  and  it  is  the  latter  quantity  which  is  of  more 
significance  for  the  analysis  of  economic  flows.  Both  additions  and 
deductions  must  be  made  from  earned  income  to  arrive  at  spendable 
or  disposable  income. 

In  each  period,  sizable  additions  to  consumers’  earned  income  are 
made  by  the  Government.  For  example,  in  1946  servicemen  received 
mustering-out  paj’  and  dependency  allotments  and  veterans  received 
pensions  and  readjustment  allowances.  Old-age  benefits  from  the 
social-security  funds  were  a  further  addition  to  consumers’  disposable 
income.  On  the  other  hand,  in  each  period,  pay-roll,  income,  and 
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estate'  taxes  are  ileduete'd  from  the'  total  of  coTisiiiiu'i*  income.  I'lio 
residual  ineonu'  constitutes  the  disposahh'  ineeutie  of  consumers  ap¬ 
pearing  in  th('  Nation’s  Keonomic  liudp't  table. 

Of  the  iiieonu'  'j:e>im!:  to  business,  some  is  withdrawn  by  the  Gove'ni- 
ineut  in  the  form  <rf  corporation  inconu'  taxes, ‘excise  taxes,  and  other 
Inisiness  taxe's.  The'  resielual  ine'ome*  of  bii'iine'ss,  afteu-  paymeuit  of 
divieh'iiels  to  shai‘e'he>lele'rs,  ee)nsists  of  aelelitierns  to  I'e'serves.  anel  ce>r- 
porate  unelivide'd  pie>fits.  rndivieh'el  profits  anel  rese-rves  of  all  busi¬ 
ness  (with  some  aeljustments  te)  put  the  figure's  on  a  cash  basis) 
comprise  the  recei|)ts  nppe'arint;  in  tlie  Nation’s  Kconoinic  Budj^et 
table. 

No  entry  is  made  on  the  r-eceipts  siele  of  the  international  account, 
since  the  excess  of  expeuiditure'S  over  income'  is  shown  in  the  oxpeneli- 
ture  column. 

Government  income  is  obviously  the  sum  of  business,  pay-roll,  and 
personal  taxes,  plus  some  miscellane'ous  income  obtairieal  fnrm  the  sale 
of  surplus  property,  contr-aed  settlement,  etc. 

Surpl^/a  or  deficit. — The  Nation’s  Economic  Budget  talrle  shows  that 
total  expenditures  equal  total  income's.  This  means  that  savinirs  of 
some  jrroups  must  equal  the  deficits  of  other  groups.  Exy)resse'd  some¬ 
what  differently,  withdrawals  from  the  income  stream  (savings)  by 
some  groups  are  offset  by  additions  to  the  income  stream  (deficit  or 
investment)  by  other  groups. 

The  sum  of  the  incomes  of  all  groups  is  in  excess  of  the  incomes  de¬ 
rived  from  the  productive  process,  however,  because  it  includes  the 
“unearned”  (or  transfer)  incomes  previously  mentioned.  These  trans¬ 
fer  incomes,  along  with  the  expenditures  which  give  rise  to  them,  do 
not  reflect  a  current  addition  to  goods  and  services  and  must,  therefore, 
be  deducted  in  order  to  arrive  at  the  national  production  of  goods  anil 
services.  This  is  done  by  the  adjustment  shown  at  the  bottom  of  the 
table.  The  deduction  from  incomes  is  equal  to  that  from  e.xpenditures, 
unless  there  are  transfers  abroad.  No  deduction  need  be  made  from 
incomes  for  transfers  abroad,  since  they  do  not  directly  augment 
domestic  spendable  funds. 

The  sum  of  income  or  expenditures,  less  the  adjustments  for  trans¬ 
fers  of  purchasing  power,  is  the  gross  national  proiluction  of  goods  and 
services.  By  making  an  allowance  for  wear  and  tear  upon  existing 
machinery  and  equipment  and  depletion  of  natural  resources,  tl'.e  net 
national  production  is  determined. 

Sections  1  through  G  below  contain  a  somewhat  more  detailed  de¬ 
scription  of  the  accounts  of  consumers,  business,  and  government  and 
of  international  transactions,  which  appear  in  the  Nation’s  budget 
table.  The  basic  estimates  of  economic  magnitudes  are  the  gro.ss 
national  product,  national  income,  and  related  series  of  the  Dejiart- 
ment  of  Commerce.  The  series  for  Government  receipts  and  expendi¬ 
tures  conform  to  the  concept  of  cash  receipts  from  and  payments  to 
the  public  as  presented  in  the  Budget  of  the  United  States  foi  fiscal 
1948  (Table  18,  p.  A128).  Minor  adjustments  between  these  series 
and  the  gross  national  product  series  are  necessary  because  the  latter 
are  not  on  a  cash  basis. 

Substantial  revisions  of  the  Department  of  Commerce  series,  involv¬ 
ing  changes  in  classification  of  some  components,  are  expected  to  be 
published  in  the  near  future.  These  will  hardly  change  the  significance 
of  the  Nation’s  Economic  Budget  picture,  however.  Estimates  for 
194G  are  based  on  incomplete  data  and  are  consequently  tentative. 
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1.  (hns^nners'  accoiinf. — Tlu*  account  of  consumers’  receipts, 
expenditures,  and  savings  is  sliown  in  detail  i?i  table  1. 

Taulk  I. —  Consumers’  account' 


[Hillions  of  clollars) 


1939 

1944 

1946  « 

1.  Hecolpts: 

67.7 

137.4 

145 

l^css: 

3.  Adjustment  to  Federal  ca.sh  Income  and  exiKsnditure  series _ 

.3 

2.2 

2  2 

2 

1 

6'.  4 

133  0 

142 

Exi»*'nf1ilijrcs: 

6  4 

6  7 

14 

32.6 

■60  0 

77 

0.  Services . 

22.7 

31  8 

.36 

10.  Total . 

fil.7 

98  5 

127 

5.7 

34.5 

15 

>  Dotnil  may  nnt  ailil  to  total  due  to  rouiiiUnt;. 

>  rreliiuinary  estimates. 


Line  2:  The  derivation  of  disposable  income  of  individuals  from  incomes  re¬ 
ceived  iti  producing  the  gross  national  product  is  shown  in  table  II. 

Line  3:  'I'he  adjustments  an;  as  follows: 

(а)  The  excess  of  tax  payments  made  by  the  public  through  pay-roll  deduc¬ 
tions  or  other  means  over  receipts  by  the  Clovernmenl  is  added  back  into 
consumer  disposable  income. 

(б)  Henetit  payments  from  national  service  and  Government  life  insurance 
are  added. 

(c)  Premiums  paid  for  Government  insurance  and  other  payments  to  trust 
accounts  are  deducted,  since  they  become  part  of  Federal  cash  income. 

(d)  The  net  accrued  interest  on  Federal  debt  held  by  the  public  is  deducted, 
since  it  is  not  part  of  Federal  cash  outgo. 

liine  4:  This  adjustment  is  neces.sary  because  the  gross  national  product  as 
estimated  from  the  income  side  was  somewhat  higher  in  1944  and  1940  than  as 
indeiMUidently  estitnated  from  the  expemliture  side.  The  whole  of  this  discrep¬ 
ancy,  which  arises  from  statistical  imperfections,  is  here  deducted  from  consumer 
incomes. 

Line  7:  Does  not  inelude  expenditures  for  residential  construction  even  though 
financed  and  occupied  by  owners.  These  are  included  with  private  capital 
formation. 

Line  11:  Includes  savings  of  unincorporated  business. 

Table  II. — Derivation  of  disposable  income  of  individuals' 


[milions  ot  dollars] 


1939 

1 

mi  1 

1  ltM6 « 

1.  Gross  national  product . 

88.6 

197.6 

1  194 

Less: 

2.  Deproclatlon  depletion  and  other  reserves . . . 

9.6 

3.  lnvonU>ry  revaluation . . . 

-.  1 

-4 

4.  llu-siness  taxw . 

29.  7 

25 

5.  .\dju.sinient  f.>r  discrepancy . 

-1 

6.  Equals:  Net  national  ini»me . 

164 

7.  I'lus:  Transfer  payment.s  to  indiviiluals . 

11 

L*'s.s: 

8.  ('ori)oraie  undivided  profits . 

.4 

9.  Contributions  to  social  insurance  funds . . . 

2.0 

3.9 

10.  Equals:  Income  pajunenls  to  indivuluals  . 

70.  8 

15»).8 

11.  Less:  I’ersonal  taxes  and  nontax  imvments . . . 

3.  1 

19  4 

12.  Equals:  Disposable  income  of  individuals . 

67.7 

1 

137.4 

>  Dotail  may  not  add  to  total  due  to  rounding. 

>  rrclimii:ary  ostimates. 


Lines  1-12:  For  a  description  of  these  series,  see  the  Survey  of  Current  Business, 
May  and  August  1942,  and  March  1943. 
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2.  Jlusinfss  account. — Table  III  contains  a  detail  of  the  business 
account.  Profits  ar6  those  of  incoi’iwrated  business  only,  while  e.\- 
penditnres  include  the  ex])enditnres  of  both  corporate  ainl  unincor¬ 
porated  business  (includins;  farms)  and  residential  construction  (iri- 
cludin^  that  financed  and  occupied  by  owners).  Depreciation  and 
other  reserves  also  include  allowances  for  unincorporated  enterprise 
and  dewllin^s.  Unincorporated  business  saving  are  not  included  in 
business  income  because  of  the  difliculty  in  separating  them  from  in¬ 
come  of  individuals. 

Table  III. — Business  account  ' 


[Hillions  of  ilollars] 


1.  Recoipts: 

2.  Cor|x)rate  profits  before  tax . . 

Less: 

3.  Corporation  Income  lax  liabilities . . 

4.  Dividenils . . 

6.  Equals:  Corjwrate  undivided  profits . . 

Plus: 

6.  Husines.*!  reserves,  depreciation,  and  depletion, 

7.  Oovernnient  payments  to  business . . 

Less: 

8.  Inventory  revaluation  ad]:istnient . . 

9.  Payments  by  business  to  (’Overnment . 

10.  Equals:  .Vdjusted  corporate  profits  and  reserves... 

11.  Expenditures; 

12.  Construction . . 

13.  Residential . . 

14.  Xonresidential . . 

15.  Producers’  durables . 

16.  Net  chanse  In  inventories . . 

17.  Total,  pross  domestic  capital  formation . 

18.  Excess  of  receipts  (+),  or  exi)cndifurcs  (— ) . 


1939 

1914 

1916  > 

5.5 

24.9 

20.5 

1.3 

8.0 

3.S 

4.5 

5.5 

5.4 

7.0 

7.7 

9.6 

9.5 

.5 

.6 

4.2 

.1 

3.5 

4.2 

6  4 

tool 

11.3 

10.8 

3  6 

1.6 

SO 

2  0 

.5 

3  0 

1.6 

1.  1 

5.5 

4.0 

1.3  0 

.9 

-1  7 

6  0 

9.9 

3.9 

27.0 

-1.6j 

+7.4 

-16.2 

>  Detail  may  not  add  to  total  due  to  roundinp. 
*  Preliminary  estimates. 


Line  2:  Department  of  Commerce  concept  which  differs  from  that  of  the  Bureau 
of  Internal  Revenue.  Excludes  profits  ari.sing  from  the  sale  or  exchange  of 
capital  assets. 

Line  (i;  Includes  depreciation  and  depletion,  other  business  reserves,  and  capi¬ 
tal  outlays  charged  to  current  expen.se. 

Line  7;  Includes  refunds  of  business  taxes,  loan  transactions  of  Government 
corporations,  capital  transactions,  renegotiation  of  war  contracts  and  miscellane¬ 
ous  items. 

Line  9:  Includes  renegotiation  payments  made  in  di.scharge  of  previous  lia¬ 
bilities  and  excess  of  bu.sincss  tax  payments  over  liabilities. 


3.  International  account. — E.xponditures  of  foreign  countries  in  tho 
Unitcil  States  are  reflected  in  current  exports  of  goods  and  seirici's. 
Only  the  net  balance  of  exports  over  imports  and  unilateral  trans¬ 
fers  is  includetl  in  the  Nation’s  Economic  Budget,  since  other  exports 
are  matched  by  an  equivalent  volume  of  imports.  Exports  include 
transfer  of  surplus  property  abroad. 

4.  The  Government  account. — The  riovernment  account  incliules 
revenues  and  expenditures  for  all  governmental  units — Federal,  State, 
and  local  (table  IV). 

Federal  receipts  are  cash  receipts  from  the  public,  except  from 
borrowing,  and  expenditures  are  cash  payments  to  the  public.  The 
public  includes  individuals,  private  corporations,  and  State,  local,  and 
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foreifjii  povernnionts.  The  casli  receipts  and  expenditures  series 
presents  the  financial  operations  of  the  (lovernment  as  a  unit.  Gov¬ 
ernment  trust  accounts  and  Government-owned  corporations  are  con¬ 
sidered  part  of  the  Government,  and  the  effect  of  transactions  among 
these  units  is  eliminated.  Xoncash  payments  to  the  public,  such  as 
accrued  interest  on  Government  bonds,  are  not  included.  Cash 
receipts  and  expenditures  rather  than  hudgetaiy  receipts  and  expendi¬ 
tures  were  chosen  in  order  to  give  a  better  picture  of  the  economic 
effect  of  the  financial  operations  of  the  Government. 

Table  IV. — Government  account  ‘  (Federal,  Slate,  and  local) 


IlMlIions  of  dollars] 


19311 

1944 

1941'.  • 

1.  Rort'lpts; 

6.  S 

8.9 

4.  Total . 

15.4 

9  4 

95  3 

44  7 

9. 1 

8.5 

10.0 

8.  Total . 

18.5 

103.8 

54.7 

-3. 1 

-45.1 

+2.0 

I  Dotnil  may  nut  add  to  total,  due  to  rounding. 
•  Preliminary. 


5.  Adjustments. — In  order  to  derive  an  estimate  of  the  national  pro¬ 
duction  of  goods  anil  services,  expenditures  which  do  not  involve 
purchases  of  current  output  must  be  eliminated.  Correspondingly,  a 
detluction  must  be  made  from  the  income  side  of  the  account  for  in¬ 
come  not  derived  from  current  production.  A  detail  of  the  expendi¬ 
ture  adjustments  is  shown  in  table  V  below. 

Table  V. — Adjustment.'!  • — Reconciliation  between  Government  cash  expenditures 
and  expenditures  for  goods  and  services 


(Billions  of  dollars] 


1939 

1944 

1946* 

18.6 

WKm 

54.7 

Loss: 

2.  Tramsfer  payments — 

2.4 

■ 

11.1 

.6 

4.2 

1.5 

4.6 

0.  Benefit  payments  national  service  and  Government  life  insur- 

.2 

■mipiEv 

1.5 

Plus:  *. 

8.  Noncash  expenditures  for  goods  and  services; 

m 

.6 

.2 

.4 

.  1 

.3 

.6 

12.  Federal  employees  contributions  to  retirement  funds . 

.1 

16.0 

.2 

97.1 

.3 

35.0 

>  Detail  may  nut  add  to  total  due  to  rounding. 
•  Preliminary. 


Line  1:  See  section  4  above. 

Line  3:  Includes  veterans’  pensions  and  training  and  readjustment  allowances, 
Bervicemen’s  allowances  to  dependents  and  mustering-out  pay,  cash  terminal 
leave  pay,  public  assistance,  unemployment  compensation,  old-age,  and  survivors’ 
insurance,  etc.  These  payments  constitute  a  transfer  of  purchasing  power  from 
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the  povermnental  units  to  individuals,  and  consequently  should  not  appear  in 
the  gross  national  product. 

Line  4;  See  table  III,  line  7. 

Line  r>:  Includes  loans  to  foreign  governments,  subscriptions  to  international 
organizations,  reimbursable  lend-lease,  etc.  Since  this  expenditure  has  not  been 
included  in  the  income  of  any  domestic  group,  no  deduction  from  income  needs  to 
be  made  for  this  item.  lIo\v(*ver,  it  must  be  deducted  from  expenditures. 

Lines  8-12:  These  noncash  expenditures  are  considered  part  of  the  gross 
national  product  aiul  must  be  adcled  to  cash  payments. 

G.  Gross  and  net  national  product. — The  expeiuliture  .side  of  the 
accounts  is  summarized  in  table  VI.  The  adjustment  for  noncash 
expenditures  and  for  transfers  to  the  public  and  abroad  is  deducted 
to  obtain  the  gross  national  production  of  goods  and  services.  The 
gross  national  proiluct  contains  an  element  of  duplication,  however. 
Keplaccment  costs  are  included  in  business  expenditures;  as  dejirecia- 
tion  they  are  also  includeti  in  the  price  of  goods  and  services  paid  by 
the  consumer  or  government.  By  deducting  an  allowance  for  depre¬ 
ciation  and  depletion,  duplication  is  eliminated  and  the  net  output  of 
the  economy  is  obtained,  as  shown  in  table  VI  below. 

Table  VI. — Reconciliation  between  the  gross  and  net  national  product  ‘ 


[Ililliuiis  of  dollars] 


1930 

1044 

1946  • 

1.  Expenditures: 

61.7 

98  6 

127 

27 

9.9 

3.9 

-1.8 

5 

18.8 

55 

8.  Total . 

90.  9 

204.  4 

214 

20 

2.5 

A.  8 

8H.  A 

197.  C 

194 

6.9 

9.  1 

0 

81.7 

1.X8.6 

185 

1  Detail  may  not  add  to  total  due  to  rounding. 
•  I’rcliininary. 


Line  7 :  See  section  ")  above. 

Line  9:  Includes  capital  outlays  charged  to  current  expense. 

Line  10;  This  is  not  eoneeptually  the  same  as  the  net  national  income  as  defined 
by  the  Department  of  Commerce,  which  excludes  both  dej)reciation  and  dejjletion 
and  business  taxes. 


Appendix  B 


Statistical  Tahles  Relating  to  Employment,  Production,  and 
Purchasing  Pomer 

Tahi.e  I. — Gross  national  product  or  expenditure,  1959-46  • 


Year 

Actual 

Dollars 

(billions) 

19«4 

Dollars 
(billions)  > 

Year 

Actual 

Dollars 

(billions) 

1914 
Dollars 
(billions) » 

19.39 . 

Wi  .  6 

112 

194.3  . 

187.4 

lft7 

1940 . 

97.  1 

122 

itm . 

197.8 

19H 

imi . 

120.  2 

142 

1945 . 

199.  2 

192 

1942 . 

152.  3 

ItjO 

1940* . 

194.0 

170 

•  Uiniss  iiationikl  I'nxltict  is  a  incasiirc  of  tho  Kootls  and  services  iiro<lupc<l,  iiicludinp  consumers’  coods  and 
servuvs,  prcxliioTs’  ko(hIs  for  expansion  or  n-placi  nient.  and  K(X(ds  and  sj-rvio'S  used  l)y  Federal,  State,  and 
local  Roverninents.  The  output  of  the  private  sector  of  tltt-  economy  is  valued  at  marlcet  prices,  whiU'  Gov- 
emnient  servio-s  arc  valued  at  cost.  • 

>  The  deflated  .si'ries  wa.s  |>repan-d  by  hmukintt  the  pros-s  national  product  into  a  larire  number  of  com¬ 
ponents,  each  of  whieli  wa.-i  divided  by  the  most  appropriate  index  or  st'ries  of  rvlative  prices. 

>  Estimates  basctl  on  incomplete  data. 

Source:  Deitartment  of  Commerce. 


Table  II. — Xational  income  by  distributive  shares,  1929-46  ‘ 


[nillioas  of  dollars] 


Year 

Total 

Na¬ 

tional 

In- 

(XJine 

Compensation  of 
EmployM's 

Net  Ineome  of 
Proprietors 

Inter 

est 

and 

Net 

Rents 

Net  Corporate  Profits 
After  Taxes 

Total 

Sala¬ 

ries 

and 

Wages 

Sup- 

(>le 

inents 

Agri- 
Total  j  cul- 
1  tural 

Son- 

afrri- 

cu!- 

tural 

Total 

Divi¬ 

dends 

Sav¬ 

ings 

1929 . 

8.3.3 

5.3. 1 

52.8 

0.5 

13.8  '  5  2 

8.5 

9.4 

7.2 

5.9 

1.  2 

19;i0 . 

♦.8.9 

48.2 

47.8 

.5 

10  0  3  8 

6.3 

8.9 

1.7 

5.  B 

-3.9 

1931 . 

54.5 

40.  8 

40.  0 

.8 

7  3'  2. 4 

4.S 

8.  2 

-1.8 

4.3 

-5.8 

1932 . 

40. 0 

31.7 

31.0 

.6 

4  S  1  1.5 

3.4 

7.  1 

—  3.  fi 

o  7 

-8.4 

1933 . 

42.3 

2tt.8 

28.7 

1.  1 

ft  2.2 

4.3 

8.8 

♦» 

— 2.H 

1934 . 

49.5 

34.  5 

32.8 

1.9 

7.5  ,  2.7 

4.9 

8.9 

.5 

2  7 

-2.1 

19:i5 . 

55.  7 

37.5 

3.5.  8 

1.9 

9. 5  '  4. 1 

5.4 

7.  1 

1.7 

2.9 

-1.3 

1938  . 

84.9 

4:4.  0 

40.0 

3.  1 

10.9  4.4 

8.5 

7.3 

3.8 

4  7 

-.9 

1037 . 

71.5 

48.3 

44.9 

3.3 

11.9  5.1 

8.8 

7.4 

3.9 

4.7 

—  .N 

1938 . 

♦54.2 

4.5.  1 

41.  2 

3.9 

10.  1  1  4.0 

6.  1 

7, 3 

1.7 

3.2 

-1.5 

19:19 . 

70.8 

48.  1 

44  2 

3.8 

11.2  !  4.3 

8.9 

7.4 

4.  2 

3.  8 

.4 

1940  . 

77.8 

52.  3 

48.8 

3.7 

12.0  i  4  4 

7.8 

7.5 

5.8 

4.0 

1.8 

1941 . 

98  9 

84.5 

80.8 

3.7 

15.8!  8.3 

9.6 

8.0 

8.5 

4.5 

4.0 

1942  . 

122.2 

84.  1 

80.8 

3.3 

20  .8  ;  9  .7 

10.9 

8  S 

8.7 

4.3 

4.4 

1<.M3 . 

149.4 

10t>.  3 

10,3.  1 

3.2 

2:4.5  .  11.9 

11.8 

9.7 

9.8 

4.3 

5.5 

1944  . 

lt.0.  7 

118.0 

112.8 

3.2 

24.  1  11.8 

12.3 

10.  8 

9.9 

4.5 

5.4 

1945  . 

181.0 

114.5 

111.4 

3.  1 

2.5.8  ;  12.5 

13.  1 

11.8 

9.0 

4.5 

4.5 

1948  > . 

184.  0 

109. 0 

108.0 

3,0 

30.0  ,  15.0 

15.0 

13.0 

12.0 

7.0 

5.0 

'  National  Income  is  the  total  net  income  earned  in  production  by  individuals  or  biLsines.ses.  The  con- 
wpt  of  national  income  currently  u.std  differs  from  the  concei>l  of  gross  national  product  in  excluding  de¬ 
preciation  and  depletion  allowances  and  business  taxes.  A  reconciliation  between  these  two  series  and 
mrome  payments  is  shown  in  A|)i)endix  A,  table  II,  (or  11)39,  1944,  and  194t). 

*  Estimates  ba.sed  oti  incomplete  data. 

Noil.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Source:  Department  of  Commerce. 
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Table  III. —  Income  payments  to  indii'idiials,  1D29  ^6 


(Millions  of  dollars] 


Year  or  Quarter 

Total 

Income 

Pay¬ 

ments 

Salaries 

and 

Wages  t 

Entrepre¬ 
neurial  In¬ 
come  and 
Net  Kents 
and 

Hoy  allies 

Divl- 

deruls 

and 

Interest 

Public 
•Assist¬ 
ance  and 
Other 
Belief 

Payments 

to 

Veterans  > 

Other 

1929 . 

82,  .587 

.52.  .512 

17, 199 

11,811 

00 

421 

.584 

73.  340 

47,  ti02 

12.907 

11,tK82 

94 

445 

616 

1931 . 

02, 013 

40. 027 

9.  .531 

10,  •2;i7 

1,58 

l,4:t2 

628 

1932  . 

47.414 

31. 103 

0,  32t) 

8,  3,55 

320 

095 

615 

193:t  . 

40. 271 

S.lXiO 

7.:i03 

.580 

485 

607 

19.34, . 

.52.910 

33. 922 

9. 2,55 

7. 901 

829 

379 

6:10 

1933 . 

5k.  r>t>3 

30.  895 

11,4:10 

8. 037 

i.otm 

404 

092 

19.3(i . 

OS.  055 

42. 007 

13.  (X)3 

9.785 

072 

1,820 

702 

19.37 . 

72.  351 

40,  189 

14.  102 

9.891 

830 

620 

747 

193S . 

tit>.  Bit) 

42,  8,51 

12.309 

8. 240 

1,00.8 

4f.O 

1,232 

19.39 . 

70.  829 

4.5. 0.58 

13.441 

8.  891 

1,071 

4,50 

1,312 

1940  . 

70,  2.37 

49,  700 

14.313 

9. 175 

1,098 

402 

1,489 

1941  . - . 

92.  732 

01,. 374 

18,  .5$t9 

9,701 

1, 112 

4.52 

1,434 

1912 . 

117, 285 

80.407 

23,  933 

9.  771 

LOtil 

582 

1,531 

1943  . 

143.  134 

101,791 

27.  101 

10,  ;i89 

939 

1,473 

1,381 

1914 . 

1.50.791 

111.734 

28,017 

11.  195 

94,3 

3.391 

1,514 

1945 . 

100.  773 

110,  193 

29. 737 

12.223 

WHK 

6,024 

2,008 

I . 

,39.780 

28. 027 

0,  771 

2.  770 

240 

970 

408 

II  . 

40.  420 

28.  0.50 

0.803 

3.159 

242 

1,100 

412 

HI . 

39,  083 

27,174 

7. 613 

2,833 

240 

1,350 

407 

IV . 

40.  878 

2.5.  742 

8,  5.50 

3.401 

200 

2,144 

721 

194t) . 

>  103.  007 

(*) 

(*) 

(*) 

(*) 

(*) 

(‘) 

I  . 

38.314 

24.580 

7.426 

3,033 

270 

2,183 

810 

II . 

40,  300 

25.  9.57 

7.  .584 

3,  088 

282 

1,8<.I8 

Ill . 

41.723 

20. 940 

8.  982 

.3.  102 

291 

1.  704 

098 

IV  . 

«  43.  424 

(*) 

(•) 

(‘) 

(*) 

(‘) 

(•) 

I  DilTers  from  salaries  and  wagi's  in  .Appendix  B,  table  II,  because  it  excludes  employees’  contributions  to 
social  insurance. 

>  Includes  veteraas’  pensions  and  compensation,  reailjustment  allowances  (unemployment),  payments  to 
self-employed.  subsistenct>  allowaiuvs  to  those  RoinR  to  school,  part  of  tuition  payments  (payments  to 
nonprofit  institutionst,  adjasted-s<>rvice  w'rtiflcHfe  coin|>ensation,  musterinR-out  pay,  terminal  leave  pay  to 
enlLsteil  ix'rsonnel,  and  the  tlovernment's  contribution  to  family  allowances. 

•  Estimates  based  on  incomplete  data. 

*  N'ot  available. 

Source:  Department  of  Commerce. 
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Taiu.k  IV. — Disposition  of  income  payments,  1929-46 


( Millions  of  dollars] 


1 

Income 

1  vi<luals 

Iyrs.s: 
Personal 
Taxes  on 
Nontax 
Payments 

Equals: 

1  lisjiosable 
Inc-ome  of 
Individ¬ 
uals 

Less: 

Consumer 

Ex|iendi- 

tures 

Equals: 
Net  Sav¬ 
ings  of  In¬ 
dividuals 

192« . 

.  (12  f) 

3.0 

79.  G 

70.8 

8.8 

1930 . 

.  . 1  n.  3 

2.6 

70.  7 

19.11 . 

.  . ^  ♦12.  (1 

2.4 

59.  (5 

19.12 . 

.  47.  1 

1.9 

45.  6 

193;i  . 

.  .  4*13 

l.S 

44.5 

im  . 

.  . . .1  52  9 

1.9 

51.0 

1935 . 

.  .  i  .'.H.  ♦> 

2,3 

56.  3 

52. 2 

4.  1 

191«  . 

.  . 1  (VS.  1 

2,9 

M.  2 

59.  1 

6.  1 

1937 . 

.  .  . .  ....  1  72.4 

3.  1 

69.  2 

62.5 

6.7 

mw . 

.  ..I  »i»’i  2 

3.3 

62.9 

58.5 

4.4 

1919 . 

. . 1  TU  H 

3.  1 

67.  7 

61.7 

6.0 

1940 . 

. . . 1  7(1  3 

3.3 

r2.9 

65.7 

7.3 

1941  . 

.  ...  -  - .  92.  S 

4.0 

88.  7 

74.6 

14.2 

1942 . 

.  . .  i  117  3 

6,  7 

DO.  6 

82.0 

28.6 

1943 . 

.  . .  143  1 

IH  6 

121  6 

91.3 

33.3 

1944 . 

.  1  1  .Vl  H 

19  4 

137  4 

98.5 

38.0 

1945 . 

.  1  Kill  7 

21  2 

139. 6 

106.4 

33.  1 

194ti  1 . 

.  .  1113  7 

19  2 

144  5 

127.0 

17.5 

iM'asonally 

Adjusted  .Annual  Kates 

1945: 

1 

I _ 

.  !  KB.  7 

22.  1 

141.6 

105.0 

36.6 

II  ... 

.  .1  1(13.2 

21.  7 

141.5 

101.8 

39.7 

Ill  .. 

.  ;  i.vi.  6 

20.  7 

137  9 

106.  0 

31.9 

IV.... 

.  1  l.V)  9 

20.  1 

136.9 

113.0 

23.9 

194C 

1 

I  «  ... 

.  j  1.KV7 

18.  7 

138.0 

120.9 

17.1 

II  >... 

. 1  1(10.  G 

18.8 

141.8 

122.0 

19.8 

Ill 

.....  1  1»>7  7 

19  3 

148.4 

129.4 

10.0 

IV  1.. 

. 1  K19. 6 

19.9 

149.  7 

135.5 

14.2 

Kstitnatos  based  on  lnot)mpleie  dati. 

Notk.— Detail  will  not  ncoivssarily  add  to  totals  because  of  rounding. 
Source:  Department  of  Commerce. 
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Tabi.k  V. —  Disposable  income,  popvlalivn,  and  constuners’  prices,  1929- Jiti 


Yt'iir  or  Quarter 

1  ! 

I  I)islK)s;iMe 
Income  of 
Indix-iduals 
(billions  of 
doliars) 

Popiilution' 

(thou.sands) 

1 

1  Consum¬ 
ers’  Pric«>s 
(1944  = 
100) 

1  Per  Capita  DI.sjmn- 
1  iilile  Incurnc  > 

i 

.Actual  :  1941 

Duiiar.s  Dollars 

1029 . ! 

79. 6 

121.770 

97.0 

1 

0.M  i 

070 

lan) . 

70.7 

l-2;?.077 

9.3. 1 

1  .374  i 

fl(M 

i»n  . 

.39.  0 

124.040 

t) 

400  1 

.VM 

i9;t2  . 

4.3.  0 

124.  MO 

1  77.  S 

.10,3  1 

1 

19.1;? . 

1  44.  .3 

12.3.  .379 

73. 0 

.1,31  1 

401 

19.14 . 

.31 . 0 

120. 374 

70.  .1 

4(M  1 

.329 

1  .Vi.  3 

127.  iV) 

7S.  2 

442  ! 

.VA 

193.1 . 

1  0.3. 2 

1-2S.  0.3.1 

79.0 

.309  1 

044 

1937 . 

'  09. 2 

12t».  S2.3 

M..0 

W7 

0.V1 

193S . 

!  62.9  1 

1.10.02.3 

00  3 

401  1 

.399 

1939 . 

1  07.7  1 

1.10.  S.SO 

79.  2 

.317  1 

0.M 

1940 . 

72.9 

131.970  . 

79.0 

.3,32  1 

r*<ri 

1941 . 

Ss,  7  ! 

i:u.  20;?  i 

H 

1 

79.3 

1912  . 

no.  0  1 

l.ll.t.0.3  1 

92.  S 

H'Jl  1 

s.0,3 

121.0  1 

l.Vl.  497  i 

9.0.  ,3 

91.1  1 

927 

1944 . 

i;?7  4 

1.10.  OK?  1 

KKI.O 

119.3  I 

1  ws 

1943  . 

1.19.0  1 

1.19.021  ' 

102.  .1 

1.000  I 

970 

1940 . 

:  •  144.  .3 

140.  MU 

1 10. 9 

*  1.0'20  1 

•  92.3 

1  Sea.som»ily 

1  .\dju.sted  1 

Sea.sonallv 

Adjusti'il 

!  Annuiil 

1 

1 

Annual  Kates 

j  '  Hufes 

194.3: 

I  . 

j  141.0 

1  130,923 

101  1 

1.019 

1.000 

H . 

III.. 3 

1.19,  2.31 

,  102.  1 

1,010 

99.3 

HI . 

1  137.9 

1  i;?9. 021 

102.9 

tis.s  1 

IM’H) 

IV . 

1.10.9 

1 10,  (KkI 

103.  1 

1C7 

940 

1910: 

1 

1 

I . 

1  i:?s.o 

;  140.307 

103.  .3 

90;? 

sirn) 

II . 

[  141. s 

«  14:1.013 

!  10.3. 2 

1. 

Ill . 

1  14H  4 

1  140.  S40 

1  111.  .3 

1  1.('.31 

921 

IV . 

;  *  149.7 

1  >141.209 

‘  120.  1 

'  •1.000 

1 

•  o,y) 

'  Ectimatpci  population  of  continftital  I'niti'd  States,  inclinlini:  arineii  forces  ()vers*';is;  annual  data  as  of 
July  1  and  quarterly  data  as  of  first  of  quarti-r. 
r  Ttie  measurement  of  eliariL’es  in  purcliasuis  ixiwor  is  explained  Indow. 

*  Interpolated  from  piililished  data. 

*  Estimates  based  on  incomplete  data. 

Sources:  Department  of  Commerce  (disiosable  income  and  iKipulation)  and  DeiNirtment  of  I.alpor  (con¬ 
sumers’  pritvs). 


THE  MEASUREMENT  OF  CHANGES  IN  PURCHASING  POMEli 

Actual  iiicoinos,  in  current  dollars,  do  not  ^ivt'  ti  fair  picture  of 
changes  in  purchasing;  power.  For  example,  if  the  income  of  a  [mr- 
ticular  family  should  he  raised  from  $2, ()()()  to  Sll.tlOO  (or  an  increase  of 
50  percent),  and  if,  at  the  same  time  all  pricf's  were  raised  50  jiereent, 
the  purchasin';  power  of  the  family  would  he  unchanged.  With 
$5,000  the  family  could  buy  the  same  amount  of  f;oods  ami  servic(*s  as 
before  with  $2,000. 

Actually,  of  course,  all  prices  do  not  usually  rise  and  fall  at  .he  same 
time,  nor  by  the  same  percentage.  A  mu';!!  measure  of  th.‘  averatje 
increases  in  prices  paid  by  consumers  is  the  (Consumer’s  Triee  Index. 
This  is  shown  in  column  5,  table  V,  Appendix  li.  A  roup:h  estimate 
of  changes  in  purchasing  power  can  bo  obtaimal  by  tlividing  inconu's 
by  the  Consumer’s  Price  Index. 
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'r:il)le  III,  papo  12  of  the  text,  makes cei  tain  oomparisoiis  in  terms  of 
j)er  capita  disposable  incomes  in  11)44  dollars.  These  fi^ni  res,  shown 
in  table  V,  were  computed  by  dividing  actual  per  capita  incomes  by 
the  (’onsnmers’  Price  Index,  with  11)44=  lOO,  If  any  other  base  is 
preferri'd,  for  example,  IDllD  dollars  or  11)40  dollars,  it  is  a  simple 
matter  to  compute  the  figures  on  that  basis, 

4'he  <‘omparisons  made  in  the  text  are  not  affected  in  any  way  by 
the  choice  of  1044  dollars  as  a  yardstick.  Pse  of  any  other  year  as  a 
base  would  show  the  same  jx'rcentafje  changes  in  purchasing  power. 

'Faille  111  on  pag(‘  12  of  the  text  compares  the  purchasing  power  of 
n*cent  per  capita  incomes  both  with  war  years  and  with  prewar  years. 
'Fhe  report  shows  that  the  purchasing  pow(‘r  of  per  capita  incomes  is 
now  substantially  higher  than  before  the  war,  but  that  it  has  fallen 
I'onsiderably  from  the  wartime  levels. 

Tabi.k  VI.^ — Consumers’  prices,  1939^-46 


(1935-39-1001 


Year  or  Month 

All 

Items 

K(mk1 

Cloth¬ 

ing 

Kent 

Fuel, 

K.lec- 

tricity, 

etc. 

House 

Furni.sh- 

ings 

M  i.<wl- 
laiieuus 

1939 . 

'•9  4 

9.5.2 

100.  5 

104.  3 

99.0 

101.3 

100.  7 

1940 

100.  2 

1#).  5 

101.  7 

104.0 

99.  8 

100.  5 

lol.  1 

1911  . . 

105.  2 

1IK5.  5 

lOi.  .3 

10*1.  3 

102.  3 

107.  4 

KM.O 

1942 . . . 

1 1«.  5 

123.9 

124  2 

10S.5 

10.5.  4 

1-22.  1 

110.9 

1943 . . . . 

12.3.0 

I3J1.  0 

129.  7 

108.0 

107.  7 

12.5.0 

11.5.8 

1911  . 

12.5.5 

136.  1 

13S.8 

108.2 

109.8 

130.  4 

121.3 

1945...  . - . 

I2S.4 

139.  1 

145.  9 

108.3 

1 10  3 

14.5.  8 

124.  1 

J'Uiuary  . 

127  1 

137.  3 

i4;i.o 

(') 

109.  7 

143.  0 

123.3 

Kphniary  . 

120  9 

130.  .5 

14.3.  3 

(') 

110.0 

144  0 

123.4 

March  . 

120.S 

1.3.5.  9 

143.  7 

108.3 

1 10. 0 

144.5 

12:1.0 

.\iiril  . . 

127  1 

144.  1 

(') 

109.8 

144.9 

123.8 

May 

12S.  1 

1.3H.N 

144.0 

(') 

110.0 

14.5.4 

123.9 

Jump . 

1'29. 0 

141.  1 

14,5.4 

108.3 

1 10.  0 

14.5.8 

124.  0 

July  . 

129.  4 

141.  7 

14.5.  7 

(•) 

111.2 

14.5.  .3 

124.  2 

Aiijnist  . 

129  .  .3 

140.9 

140  4 

<i) 

111.  4 

140.0 

124.5 

S<'iil4‘niU'r .  .  . 

OO 

139.  4 

14^<.  2 

108.3 

1 10.  7 

140.8 

124.0 

flotolxr  . 

12S  9 

1.39.  .3 

14S.  5 

(') 

1 10.  5 

140.  9 

124.  7 

Novriiiln'r  . 

129  3 

140.  1 

14K.  7 

(') 

110.  1 

147. 0 

124. 0 

Dfft-nitxr  . 

r29  .  9 

141.  1 

149  4 

li«.3 

110.3 

148.3 

124.8 

1940 . . 

139.  2 

100  0 

(') 

(>) 

(») 

(») 

(’) 

Jaiiiiary  .  . 

129  9 

111.0 

149  7 

(') 

1 10.  8 

14,8.  8 

12.5.  4 

Ki'hniiiry  . . .  . 

129  0 

139.0 

1.50.  5 

(11 

111.0 

149.  7 

12.5.  6 

March  .  . 

130.2 

140.  1 

1.5.3.  1 

108.4 

1 10.  5 

1.50.  2 

12.5.9 

.April. . 

131  1 

141.7 

1,U5 

(1) 

1 10.  4 

1.52.  0 

120.7 

Niay .  .  . 

131.7 

142.  0 

1.55.  7 

O 

110.3 

1.53.7 

127.  2 

1.33.  3 

14.5.  0 

1,57.2 

108.5 

1 10.  5 

l.’iO.  1 

127.9 

July  . 

111.0 

lo5.  7 

157.9 

(1) 

113.3 

150.9 

127.8 

144  1 

171  2 

l^U  2 

108  7 

in  7 

ItM).  0 

129.8 

Scpli'inlx'r  . 

14,5.9 

174.  1 

10.5.  9 

108.8 

114  4 

105. 0 

129.9 

Oclolwr  . 

14.S.  4 

PiO.  0 

107.  0 

(1) 

114.  4 

107. 0 

130.8 

November . 

151.  7 

1S7.  7 

nvs.  7 

(1) 

114.7 

109.  1 

132.0 

DiwnilK'r . 

»  153.3 

»  1S9.0 

(») 

(») 

(») 

(') 

(») 

'  Csually  survcyfd  quartorly. 

1  Not  tivailahliv 
•  I’rcliiniuary  cstinwtc. 

Sourw't  IVpart input  of  l/ilwir. 
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Table  VII. —  Wholemlc  prices,  1DS9-Jiti 


1193,V39-10(tl  1 


■ 

S 

cn 

Other  Than  Farm  rn><luctsaud  Foods 

Year  or  Month 

c 

e 

c 

6 

< 

X 

s 

1 

C  0-  tr. 
*flE  S  ^  C/ 

^  1*1 

a. 

—  c 

H 

C  bc 
CS.E 

-C—  1  ti 

f| 

5^  f  1  "2 
t  J-  ;i.  3 

227 

|=t 

c 

c  * 

i  - 

".-1 
C  Cw 

Oi 

C 

03 

1939  . 

9.1.7 

8.1.  9 

89  0 

100.  1  100  0 

<is.  2 

96.9 

102  8'  101.0 

9<V  0 

101.1 

10-2.  6 

1940 . 

97.  .1 

89.  1 

1*0.  1 

102  2i  105.4 

103.  9 

91.  1 

104.  4,  101  8 

108.3  ni  l 

97.  8 

104. 1 

106.  0 

1941 . 

1(W.  3 

108.  4 

104  6 

109.  6|  11,3.1 

119  .1 

101.3 

107.  2 

1 10. 9 

11-2.  5 

1912 . 

112.6 

i:!9.  3 

12.1.9 

122.  l|  12:1.0 

136  3 

104.  1 

11:1.  1 1  122  9 

121  3 

120. 7 

1-2:4. 0 

1943  .  . 

12X.0 

161.3 

13.1.0 

119.  3|  123.0 

1:17.2 

107  0 

113  1|  121.3 

120.6 

120  7 

12t>  5 

1944  . . 

129.  0 

162.  .1 

i:i2. 7 

121.3!  122.0 

i:is  6 

no.  1 

111  0!  12M  H 

121  0 

12-2  8 

128  4 

194.1  . . 

131.3 

168,  7 

131  3 

122.  ."I  123.5 

141.0 

111  4 

III  li  131.1 

121.0 

122  9 

1-29.9 

Jaiiuarv . 

1.30.  1 

166.  1 

132  4 

P22.0  122.9 

140  3 

no  1 

1 13  3'  1:10.  4 

l'2t)  6 

122  9 

12.»  2 

February . . 

rm.  .1 

167.  1 

132  4 

122  2  123.0 

140  4 

no  1 

n:i.  .’’I  130  6 

122  9 

l  i*.*  s 

March . 

1.30.  6 

167  4 

132.2 

122.2,  123.2 

140  4 

no.  0 

11:1.  li  i:io.  7 

rjt».  G 

122  9 

129.  H 

April . 

131.  1 

7 

1.13.  8 

122.  .3,  12:i.  3 

140  3 

1 10. 7 

11:1.11  i:io  7 

1-20  6 

12-2.9 

no  0 

Mav  . 

131.. 1 

170  9 

13.1.3 

122.4  12.1.3 

140.3 

111  0 

in. 6|  no  9 

120. 6 

1-22  9 

1:40  0 

June . 

1.31  6 

171  6 

1.3.1,  9 

122  7,  123  4 

1 40  3 

n  1  3 

111.  1:  1:11  0 

120  7 

122  Si 

1:10  0 

July . 

131.4 

169.  7 

1.11.  1 

122  8  123  4 

140  3 

111.8 

111  1  131  1 

121  1 

122  9 

1,30  0 

Aucust . . 

131.  1 

167.  0 

1.34.1 

123  0  121.4 

140  3 

112  1 

114  1  131  1 

121  1 

122  9 

1.-40  0 

ScptemlH'r . 

LM).  .1 

163.  6 

i:i2.6 

122  9  124.2 

111  0 

111  1 

114  3  131.7 

121  1 

123  1 

130  0 

OctdN'r . 

131.  4 

167.  .1 

i:u  6 

123.3  124  1 

142  3 

111  ■ 

1114  132  0 

121  3 

12.3  2 

l:40  0 

Novemi>er . 

1.32.  .1 

172.5 

1.36  4 

12:1  4  124.3 

142  4 

112  2 

114  6|  1:12.1 

121  6 

123.2 

1:40  0 

Deceniix-r  . 

1946: 

132.  9 

173.  0 

137.3 

12:1,8  124  4 

142  8 

112  ' 

111.0,  133  4 

122  1 

12:1  2 

1.30.  0 

Januarv. . 

1.32.9 

170  9 

13.1.7 

124  1  121  9 

143,  1 

112  6 

11.'  1  133  9 

122  0 

124  9 

1.30  7 

February . 

133.6 

172  1 

i:t6  3 

124.8  12.1.1 

1 11  9 

112  9 

116  1!  131  9 

121  9 

121.3 

131  1 

March . 

1.3.1.  1 

17.1.1 

138,3 

1219  121.3 

1 47. 1 

112  7 

118  1 1  no  4 

122  0 

121  8 

131  1 

April . 

1.36  7 

178  2 

140  1 

127.2  12.1.3 

112  0 

114  2 

118  1|  III  2 

122  1 

126. 1 

131.3 

Mav . 

137.  7 

1.80.9 

141  0 

128.0  1219 

1.13  2 

1112 

119  2  142  6 

122  6 

1-27  4 

13:4  1 

June . 

140  1 

184.3 

142  7 

130  0,  128.0 

1.13.8 

1 16  4 

122  2I  141  0 

122.1 

129.9 

1:45.  1 

July . 

1.14  7 

2<K>  6 

177  2 

134.9  1  47  7 

1I41.  3 

119  8 

123  4  147  4 

I  'JG  2 

131  6 

139  0 

Aucust . 

lfO.2 

211  S 

1.88  4 

137  4'  141  3 

174  6 

121  2 

121  2  148  1 

121 0 

1:12  1 

130  9 

.September . 

1.13  8 

203  (1 

166  8 

i:w.  2;  148.1 

177  0 

121  1 

1214  1493 

121.0 

1.33.  6 

140.  1 

October . 

166.4 

217. 1 

IW  6 

142.1’  149.0 

18|  1 

121  1 

i:i6  9  l.'O  4 

126  9 

1:4.1.  6 

14  -2  7 

November* . 

December  • . 

173.2 

223  4 

. 

209.  1 

US  5|  104.9 

184.9 

121  3 

111.3  1624 

Ml.  1 

1:49.6 

146.  1 

. 1 . 

•  The  published  data  on  the  1926—100  base  have  bein  converted  to  the  1935-39-100  base. 

•  Preliminarv  estimates. 

•  Not  a'  ailable. 


Source:  Department  of  Labor. 
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Table  VIII. — Gross  weekly  earnings  in  selected  industries, 


Voar  or  Montli 

ManufacturiiiK 

1  1 

1  Dum-  Non- 
Total  1  ble  idurable 

1  floods  j  (i.H.ds 

Min- 
inp,  Bi- 

tijiiii- 

n<*!is 

Cotil 

Private 
Build- 
m(t 
Con¬ 
st  ruc- 
tion 

Class  I 
Sltaim 
Kail- 
roads 

Tele- 

piione 

Whole¬ 

sale 

Trmle 

Retail 

Trade 

Hotels 
f  Year- 
Round) 

iwn. . 

12.1.  20 

$'2f».  44 

$22  27 

$24  71 

$.31  70 

$.31.32 

$.32. 44 

$.30,39 

$21. 17 

$15.52 

1941  . 

2'.i 

34  04 

24.  92 

30.86 

3.1.  14 

34.04 

32.  74 

32  32 

21  94 

1942 . 

3fi.  ft,'. 

42.  73 

29.  13 

3.1. 02 

41.80 

38  39 

33  97 

35.56 

23.  24 

17  62 

194.1 . 

43  14 

49.30 

.34.  12 

41  62 

48  13 

43  48 

36.30 

39  40 

24  88 

20.21 

1944  . 

4rt  (W 

.12. 07 

37.  12 

51.27 

62  18 

41  69 

38.39 

42  29 

26.58 

22.6.1 

194,'.  . 

44  39 

49  0.1 

3«.29 

52.21 

53  80 

41.  49 

(■) 

44  07 

28  31 

24  .13 

January . 

■kKil 

5.3  .  ,14 

38.66 

.14  11 

52.98 

46  82 

43  15 

26.99 

23.71 

Kebruary . . . 

47.37 

.13  .30 

38  69 

63  89 

62  89 

47.  f'2 

39.  71 

43  45 

27.32 

24  07 

March . 

47  40 

53  22 

.38  96 

62  26 

54  49 

46  51 

40  60 

43  51 

27,21 

23. 97 

April . 

47  12 

52  90 

38  80 

43  45 

64  42 

46  15 

/  40  72 

\  *  37.  .'O 

}  44  51 

27  69 

23  99 

May . 

4fi.  02 

.11  .16 

38  18 

.13.  75 

.13  64 

4.191 

37  91 

43  83 

■27.  .16 

June . 

46  32 

51.74 

38  9.1 

.19.  1 1 

5.1.  .10 

46.  26 

38  87 

44  13 

28.  46 

24.  4.3 

July . 

4.'.- 

50.66 

38  .18 

■iTIWQl 

65.  57 

45.64 

39.36 

44  92 

29.  40 

24  40 

Aupust 

41.72 

4.1.  72 

3»». 

49.  <8) 

.15.  79 

41  10 

42  96 

43.  27 

29. 01 

24  37 

SeplemlMT 

40  K7 

43  9.1 

37.80 

12.  7.3 

.13  11 

43.  90 

39.  62 

43  8.1 

28.  95 

24.  79 

Oclot.er . 

40.  97 

44  2;i 

37.  7»i 

39.  09 

,14  ai 

44  30 

40  .14 

44  64) 

29.  17 

•25.  08 

November 

40.  77 

41.  71 

37.  89 

.16.  29 

51.97 

44  (M 

42.  02 

44  94 

28.88 

25  14 

1  )eci-mber 

41.21 

44  ()h 

38.  52 

58.  W 

51.8.1 

4;i.  1.1 

41  44 

44.71 

29.  12 

21.  94 

194f. 

January  _ 

41.  1.1 

43.  67 

38  71 

.14.  16 

.12.  89 

43.  29 

41.  19 

45  14 

26.  21 

Kebruary _ 

40.  .'.S 

42.  57 

39  01 

.17.  37 

.'Cl.  04 

43.  84 

44  37 

46,.  07 

;«).  77 

2...  43 

March . 

42  1,1 

44  79 

39.  8.1 

.18.  30 

.12  87 

43.  01 

43.  76 

46.  31 

31  12 

’>7 

.april  - . 

42.  ah 

4.1  71 

40.  13 

30  1.1 

.14.  '29 

47. 

44  09 

47.  13 

31.40 

♦'4 

May . 

42.  .'ll 

41  10 

39.  93 

34.  '20 

.13  63 

46..  39 

44  82 

47.  48 

31.4.1 

26.  6..1 

June . 

43.31 

46  32 

40  28 

61.  44 

.15.  2:1 

51.01 

44  93 

47.  KH 

32. 

26.  70 

July  - . 

43.  :m 

46  24 

40  46 

.12.27 

.16.  25 

51.78 

44  82 

48.  06. 

3').  64 

26.  6C1 

.auyust  . 

4 1.  9h 

4h  (Kt 

41. 89 

62.  37 

5>1.  67 

(>) 

44  19 

48.  14 

33.81 

•27.  15 

Septemla  r. . . 

4.1  41 

4S.  39 

42.  34 

61.00 

.18.  49 

(•) 

44  10 

49. 14 

.33.  76 

26.  98 

()ct4>ber*  .  .. 

4.’i.  Oh 

4h  h3 

42.  42 

62.  54 

.19.  2«. 

CJ 

44  .30 

49.  44 

33. 19 

27.  17 

•  Not  nviulal)Ir'. 

•  New  scrii's;  Includes  only  oinployM-s  siiLject  to  i)rovi<'ions  of  the  Kair  Labor  Standards  Act  and  is  not 
Comparable  with  pncvdinR  series,  w  hich  inclmies  all  employees. 

•  I’n'llminary. 

Source:  Departnumt  of  Lalmr. 


'\'car  or  Month 

Ma 

Total 

nufaci  tiring 

Duni-  Non- 
ble  durable 
Qoods  1  Goods 

Min¬ 
ing,  Hi- 
tu  mi- 
nous 
Coal 

I’riv.ile 

Uiiild- 

ing 

Con¬ 

struc¬ 

tion 

C'la.ss  1 
Steam 
rail- 
roails 

Tele¬ 

phone 

Whole¬ 

sale 

Trade 

Hetail 

Trade 

Hotels 
( Yi'ar- 
Kound) 

mn  . . 

$tl.  fi»’.l 

$0.  724 

$0.  002 

$0,883 

$0.  958 

$0  711 

$0,827 

$0.  739 

$0.  542 

$0  3.32 

mi  . 

.«0S 

.  MO 

.993 

I.  010 

.745 

.8-20 

.793 

..5*-J$ 

.348 

m2 . 

.s,w 

.917 

.rzi 

1.0.S9 

1.  148 

.819 

.843 

.800 

.014 

.3W> 

m:$ . 

.  Utll 

l.aS9 

.so;$ 

1.  i:i9 

1.  252 

.  892 

.870 

.9:$3 

.070 

.451 

1944 . 

1.019 

1. 117 

.801 

1.  180) 

1.319 

.931 

.911 

.  985 

..505 

ms . 

1,02:$ 

1.111 

.904 

1.240 

1 . 380 

.  IKIS 

(■) 

1029 

..550 

January . 

1.04t'. 

1.  144 

.891 

1.2(M 

l.:i«i4 

.941 

.  tl34 

1 .  IKV) 

.751 

.,532 

February. . . 

i.(m:$ 

1.  139 

.  892 

1. 190 

l.:$52 

.90)0 

.938 

1.013 

.7.50 

..537 

M  arch . 

1.044 

1.  i:$9 

.890) 

1.197 

1.303 

.934 

.951 

1.016 

.752 

..529 

.\pril . 

1.044 

1.  13S 

.899 

1.184 

1.301 

f  .  952 

\  >.9-20 

J  1.031 

.7fa 

..5$2 

Mav . 

1,042 

1. 1;$4 

.903 

1.2.V) 

1.30)0 

.  9-20) 

1.018 

.7f)4 

.  .532 

June . 

i.tes 

1.  130 

.9(M 

1.28,S 

1.374 

.9-29 

.941 

1.0-27 

.709 

..539 

July . 

1 . 033 

1.127 

.902 

1.2.'>4 

1.387 

.  109 

.944 

i.n;$7 

.773 

.  .547 

August _ 

1.024 

1.  113 

.909 

1.  249 

1.38;$ 

.930 

.977 

1.013 

.773 

.  5.55 

Septenilier. .. 

.  9S7 

1.072 

.903 

1  20.1 

l.:$92 

.  942 

.9.59 

1  tV2.5 

.78.3 

.  .507 

OctolxT  _ 

.  '.WvS 

i.ota 

.  wm 

1.242 

1  390 

.92;$ 

^*72 

1.045 

.  793 

.  .V).5 

Novemtx'r _ 

.990 

1.0*)4 

.918 

1.20a 

1.397 

.  9:t7 

1  002 

1  0.'8> 

.  m) 

.  .575 

Deci'niU'r _ 

.'.«4 

l.OtHi 

.927 

1.281 

1  397 

.948 

1  1)11 

1  O.W 

.790 

..'>85 

194tV 

January  . 

1.004 

1.070 

.941 

1.2S9 

1  402 

.9:15 

1 . 030 

1 . 070 

.  8-28 

.)-|04 

Februarv  . . 

i.otrj 

1.(N.4 

.9.M 

1 . 2tVS 

1.4-22 

.  949 

1  095 

1.095 

.8.35 

M  arch . 

1  «$s 

1.  103 

.97,S 

1  274 

1  411 

.9-29 

1.  litt 

1.  101 

.841 

.  )>00 

Aj.ril  . 

1.0,SS 

1. 131 

.988 

1 . 2:$9 

1  4-23 

1  045 

1  131 

1  1-21 

.8.51 

.  51*9 

May . 

i.ori 

1.  147 

i.:$2i 

1  131 

1 

1  143 

1  i;$5 

.  8.59 

.'4*0 

June . 

1 .  IM 

1.  It'A 

1  0«K$ 

1  474 

1  444 

1  117 

1  147 

1. 140 

.870 

July . 

1.093 

1.177 

1  (819 

1 , 4.''.7 

1  473 

1  no 

1. 1:$5 

1  1.5.5 

.  SKH 

.rtr2 

.\ugust  . 

1.  Ill 

1,  IH.-, 

i.o;$o 

1  40.8 

1  482 

C 

1  1-29 

1.  148 

.  893 

.014 

September... 

1. 1'2« 

1.201 

1.049 

1.  480 

1.510 

('( 

1  148 

1  179 

.  0-Jt) 

October  > 

1.  202 

i.as.s 

1  4.')9 

1.520 

Cl 

1  i:$7 

1  172 

.908 

.619 

. 

I  Not  available. 

*  New  series;  includes  only  eniploy('es  subject  to  provisions  of  the  Fair  Labor  Standarils  .\ct  and  is  not 
comparable  with  prctvding  series,  which  includes  all  employees. 

»  Prt'liminary. 

Source:  Department  of  Labor. 
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Table  XI. —  Total  labor  force  classified  by  employment  status  and  sex,  and  veteran 
status  of  males,  1940-191,6  * 


[In  thmisiiiids] 


Year  or  Month 

Total 
l.alx'r 
K.  .re(> 
(in¬ 
cluding 

Civilian  I-aUir  I’l.ree 

Knipleyed 

Civilians 

Cneiniiliiyed 

Civilians 

Total 

Male 

.Apri- 

Male 

Forci's) 

Total 

Vetenin  > 

culture 

Total 

Veteran* 

1040 

,".4, 2:!0 
.M.  loO 
.M.  4110 
.M.  4SO 
52. 020 
52.  7(12 
.Ml.  11041 
51,4:tO 
51.0441 
.M.lOiO 
52, 030 
.53.  140 

40, 9.50 
40.  ,5!0 
:!ll,  020 
30.  1 40 
34.  770 

3 1,4. Vi 
X<,  0.VI 
33,  04'4) 
33,  7'20 
33.  840 
3,3,  7141 
34. 380 

. 

I. 3.  280 
13,  .570 

I I.  870 
17,  340 
17.  8.V) 
18.3311 
17.310 

17.  770 
17. 940 

18. (841 
18.  240 
18.  7(4) 

40, 9:!0 
49. (84) 
.52.  no 
.52.  410 
51,780 
51.  o:t9 
.'41,  12(1 
.'4).  .5.VI 

:<o.  8;’() 

51,  1(4) 

51. :44) 

52,  0C4) 

9,  .'4)0 
8.  (..'4) 

8.  (  do 
8.  280 
8.  (M'4) 

8.  1  15 
0,  (.'.4) 

0.  714) 

7.  214) 

7.  7.'4) 

7. 954) 

9.  (84) 

7.  :!(4) 
.5,010 

2.  3.80 
1,070 
810 

1.  1.53 
811) 
880 
8:io 
770 
7:9) 
1.0.80 

5,  3,V) 
:!,  010 

1,  .514) 
(441 

4. '4) 
7(4) 
414) 
1'4I 
414) 
4:91 
4:9) 
.'3(0 

I!M1  . 

55.  7:u) 

liM:t . 

iy41 . 

l>2.  KK) 
04.010 
01.  I  ’-J 
0.2.  aTO 
0.:t,  :I!10 
02!.  710 

od,  n.'x) 

0.1.  2.'2I 
Oi.A,  420 

HH.1  . . 

January _ 

Ketiriiary _ 

■Mareli . 

.\pril . 

.May . 

June . 

. 

Julvi  . 

0,7.  CO 

.M5,  3,W 

3.5,  270 

20,  0,80 

54,414) 

9, 144) 

9, '4) 

4NI 

.54.  4041 

3.5,  13tl 

19.  330 

53.  o:4) 

9.  (841 

830 

419) 

♦  1.  770 

.53, 0.V) 

;!4.  414) 

18.  ('24) 

51,  4(4) 

8,  810 

1.  (  k'4I 

9:9) 

Oetolx'r _ 

12!.  770 

.M!,  170 

:m.  iuV) 

18.  .520 

51.010 

8,  810 

1,  .'44) 

mo 

NovenilH'r 

02.  ill) 

.53.  114) 

3.5,  030 

3.830 

18.  U4I 

.5I.4.'0 

8,  3N) 

1,740 

1.210 

5'20 

l)eeember... . 

W).  1120 

,53. 130 

.3.5, 9.^4) 

4.184) 

17.  180 

51. 1(4) 

7,  1(4) 

1,970 

l,.'44l 

7.'41 

IWti- 

Jatuinry . 

•Ml,  41)0 

.53.  320 

37.  1041 

0.  410 

10.  1(41 

51.020 

0.  720 

2.  314) 

1.770 

810 

Kebruary _ 

.Ml.  i:io 

.53. 81)0 

37. 814) 

7.410 

111,  (441 

51.210 

ti.lMO 

2.  t'.V) 

2,  1 40 

1,(44) 

.March . 

.'tl.  02!0 

55.  104) 

38,  870 

8,410 

10.  214) 

.52.  4(4) 

7.  .530 

2.  7(4) 

2. 114) 

1,210 

April . 

till.  ’MH) 

.50,  4.M) 

31),  W41 

9.  240 

10,  .590 

51,  120 

8.  170 

2.  3:9) 

1.870 

inti) 

.Mav . 

t  y».  570 

.57, 114) 

40.  4M) 

9,830 

lii,  (34) 

.'d.  850 

S.  sst) 

2,310 

1.8'.4) 

930 

June . 

t;2.  (KKI 

.5.S,  11.30 

41.144) 

10,  380 

17.270 

.Vi,  :i(4) 

10,010 

2.  570 

2. 010 

980 

July . 

02,  )i20 

041.  110 

42,710 

10,810 

17,  4(4) 

57.81(1 

9.  970 

2.  270 

1,7(4) 

9:9) 

.AuL'ust . 

02.  200 

511.  751) 

42.  .580 

10.  9.'0 

17. 170 

.57.1 190 

9,  1 4(1 

2.(44) 

1.(441 

8.'4) 

Sei'temlier... 

01,340 

.51).  120 

41,  8  "O 

11,230 

17,270 

.57.(I.'4I 

8.  7, '4) 

2.  070 

l..'>80 

KAO 

Detober . 

01. 10.0 

.58, 18,4) 

41.820 

11.  l.V) 

17.  170 

.57,031) 

8,  020 

1,1441 

1..5.V) 

7(4) 

Noveirdier... 

00,080 

.58. 1)70 

41,950 

11,380 

17,020 

.57,040 

7,  144) 

1,9:91 

1..52() 

7(4) 

■ 

. 

'  .An  improved  interviowinp  prore<lure,  wliirli  resulted  in  n  larccr  esiimiite  of  employment  and  a  smaller 
estimate  of  unemployment,  was  adoi'ted  July  l'.M5.  1  )ata  prior  to  tins  date  are  not  strietly  ct)mpiiruble  with 
subseiiuent  data. 

•  World  War  II  veterans  only.  Data  are  not  available  for  the  iH'riod  jirior  to  November  IStl.'i. 

•  .Not  available. 

Source:  Department  of  Commerce. 
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Table  XII.— .Vb  ruhir  of  rtnpIoijecK  in  noniigricnllural  estaUishments,  1940-4(>^ 

(In  thnusanils] 


Year  or  Month 

'lot  111 

Mantifactu 

]  I'tO'l 
W'or 

1 

Total  |>ur- 

ai.le 

1  gIMid.S 

ring 

let  ion 
klTS  * 

Notiilur- 

able 

goods 

^Tin- 

tiiK 

Con- 

slriie- 

tion 

'Prans- 
iw>rta- 
tion 
and 
Tublic 
rtil- 
it  ies 

Trails 

Fi¬ 

nance, 

.Serv- 

iei'. 

and 

Miscel- 

lane- 

ou.s 

(iovern- 

nient 

1!>4*)  ... 

ttl.TM 

1 

in.  7M»|  4.  i:*-» 

1. 030 

010 

1.722 

3. 013 

0,  '.X)0 

1, 310 

1.  130 

mi  _  .  . 

■Mt.  M'.s 

12.071  1  .V.'-'-l 

.A.  270 

147 

2.  2:10 

3.  21H 

7.  37S 

1.  i:w 

1, 110 

ItU^  _  ..  .. 

ti; 

l.'.,0.-,I  0.007 

■A.  1  21 

^i7(l 

2.07S 

3, 1.33 

7.  203 

1.117 

.A.  203 

1.1.  IS.-, 

17.  >1  S.  727 

.A,  s31 

v.)l 

1  . 

3.010 

7. 030 

1.  ll.A 

5, 890 

November  ‘ 

lo.  If, 7 

17.  S'.S  '  0.073 

.A,S31 

si.:i 

OH 

3,  CXI 

7.  21.A 

1, 078 

.A,  822 

KMt . 

:\\K 

17.111  !  S.  .'110 

.A,  021 

S.3.A 

r.7‘.i 

3.  701 

7.  011 

1.  318 

.A.  91 1 

itu:>  . 

:w.  1 1 1 

r*. i»»in  j 

.A.  Ill 

779 

S31 

7.  173 

1.  .'XI 

.A.  S87 

January 

titt.ir.it 

10.  t;oo  I  s.  i.',.'. 

.'^>1 

S,1 

.'kS2 

3.  71(1 

7.o:i() 

l.-3.'l) 

.A.S94 

Kebruarv 

:t'.i.  n.A 

Ifi.O'-t  S.112 

.A.  .'XI 

7’.N 

.AOO 

3,  771 

0.  OS.A 

1.  .I'AO 

.A.  9:« 

Mareh  . 

1 

10.  .',.'>7  1  S.  0.30 

.A.  .'02 

700 

0.30 

3.  7SS 

7,  osl 

1.  ;«i4 

5,  090 

Ap'-i!  _ 

js.  ir.ii 

10.302  1  7.  s  'l 

.A,  .',02 

701 

009 

3.  7!i2 

0,  !«>() 

1,  111 

0. 003 

May 

:{s  K.SI) 

10.012  7,  o;io 

.A.  l.AI 

72H 

7ys 

3,  S02 

7.021 

1.  .A13 

0. (»)0 

June 

:is.  71,7 

l  .A.  710  7.  3s2 

.A.  173 

701 

Sl.A 

3.  s;i3 

7.001 

1.  .AS9 

5. 9.'21 

Julv 

3h.  171 

1.'..  331  7.0.'>1 

.A.  10  ■) 

7sl 

Oil 

3.  S.'vS 

0.  07.A 

1,  072 

.A.  913 

•August 

•is.  172 

l.A.OlO  0. 77'l 

.A,  1(K) 

7M 

027 

3.  HfiO 

0. 079 

4.  t)>'>(> 

.A,  937 

September 

:iii.  :m 

13.  l.'.U  231 

7S1 

Ol.A 

3.  .s;ii 

7.  113 

4.  003 

5.  933 

tielober 

:«!.  327 

13.01-*'  .'>.  l.M 

w 

7IS 

1.  OtHi 

3,  S2.A 

7.  331 

4.  09H 

.A.  701 

.November  . . 

.3t>,  77'J 

1.1.110,  .A.  ISI 

.A,  3'2:i 

703 

I.OIl 

3,  S71 

7..A71 

4.  Sl.A 

5..A7.A 

Decenitier.  .. 

:i7. 1'lt 

13.0.'>0  .'>.007 

.A.  122 

S02 

1.012 

3.  SOO 

7. 9.A9 

4.  9.30 

5,769 

lU4(i: 

January 

37. 013 

1  1.  'JilO  ,  .A,  20.A 

.A,  101 

Sin 

1.  132 

3.  S97 

7.4S1 

1.981 

.A.  173 

Kehruary 

:«i.  .'Ill 

12.  .'.:10  1.127 

.A,  .'0,2 

l.'2CJ) 

3,  W)7 

7.  .A0.A 

.A,  031 

5. 102 

March 

37.  O'.'.l 

13,20*)  l.OtH.l 

.A.  010 

SOI 

1.31.A 

3,  o;to 

7.017 

.A.  070 

5. 104 

•Atiril . . 

.3'(.  121 

13.770'  A.  171 

.A.  O.'O 

.'O.A 

1..A17 

3.919 

7.  7A9 

.A.  110 

.A.  .A02 

•May . 

012 

13.  SSA  .'...'XI 

.A.  03;l 

713 

1.742 

3,  s73 

7. 721 

.A.  131 

5.  .',41 

June  . 

,3'l.  0.'« 

ll.O'is  ,A.  713 

N)7 

1.S7I 

.3.017 

7.  719 

.A.  131 

.A,  180 

Julv . 

30,  2*10 

H.2I.'>  .A.V20 

.A.  72.A 

Sl.A 

1.070 

3,  Of);! 

7. 710 

.A,  1.A2 

5.  :!09 

.August 

30.  S71 

11.  .'.S3  0.  (Nil 

.A.  ssl 

S2S 

2.091 

1.001 

7.S11 

.A.  Ill) 

5,  :',»1 

September. 

11).  120 

11,731  O.tisy 

.A.  1027 

S27 

2.  103 

3,  'MS 

7.  OH 

.A,  1,A.A 

5.  117 

October 

10.  2.'1) 

11.701  0.  IIS 

.A,  003 

.S2.A 

2.0sl 

3,  OVS 

S.Otll 

.A,  208 

5.  3.-0 

Novt'inber  .. 

10.  ('>03 

11.0S2  0.201 

0,010 

S2('. 

l.OM 

3.097 

8,  21.A 

5.  '200 

5,309 

_ 1 _ 

_ 

_ 

'  1 

. 

1 

'  Niiniher  of  ('iiiiiloypt's  in  nonaprimltiim!  rstnf'lishnicnts  itu'liidoji  nil  full  and  part-time  wage  and  salary 
Workers  in  nonngrieullural  estHtdi'linients  who  worked  or  rpceiveil  pay  during  the  pay  period  ending  nean-st 
th“  h'lth  of  the  month.  I’rojirietors.  self-emplwjol  penM)ns.  domestic  s«“rvants.  and  |)ers<mnel  of  the  armed 
forci'S  are  exeludeil.  N'ot  eoinpanihle  with  esiiniates  for  nonagricultural  emfiloyment  of  the  civilian  lal>or 
fore*'  derivi'd  from  data  in  Appendix  H,  tat'le  XI.  heeause  latter  include  self-employed,  proprietors,  and 
domestic  servants  and  are  l>ast‘<l  on  ixipulution  enumeration  whereas  estimates  in  this  table  are  bastal  on 
estat'lishmi'iit  reiKirts. 

•  Includi's  production  and  nonpnwluctlon  workers. 

•  Excludes  su|iervisory  eini)loy*'es,  eli-rical  and  sales  staffs,  and  other  nonpiwluctlon  workers. 

‘  Date  of  peak  employment  in  manufacturing  and  munitiuns-producing  industries. 

•  Not  available. 

Note;  Detail  will  not  neoes.sarlly  add  to  totals  hecau.se  rounding. 

Source;  Department  of  Lalior. 
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Exc’KRrr  From  tiik  Statk  of  thk  Uxiox  Mf.ssaok  Dkiavf.rko  to  thk 
CoNTJRKss  January  G,  ID  17 

The  your  just  past — like  Iho  your  after  the  Fiist  Woi  ld  War — was 
marred  by  labor-nianatrement  strife. 

Despite  this  outl)reak  of  economic  warfare  in  ID  1(5.  we  are  today 
])roduein<j:  <;(K)ds  and  services  in  record  volume.  N’evert ludess.  it  is 
essential  to  improve  the  methods  for  reachin<j:  ajzreemetit  Ix  t  weeti  labor 
and  rnanajrement  and  to  reduce  the  number  of  strikes  ami  hx-k-outs. 

We  must  not,  however,  adoi)t  punitive  lejjislation.  We  must  not,  in 
order  to  punish  a  few  labor  leaders,  jniss  vindictive  laws  which  will 
restrict  the  proper  rijjhts  of  the  rank  and  file  of  lalx)!’.  We  must  not, 
under  tlie  stress  of  emotion,  endanjjjer  our  Atmuican  freedoms  by 
takinpr  ill-considered  action  wliieh  will  lead  to  results  not  anticipated 
or  desired. 

W’e  must  remember,  in  reviewinjr  tlie  record  f)f  disputes  in  IDIG,  that 
manajjement  shares  with  labor  the  responsibilit\  for  failure  to  reach 
agreements  which  would  liave  averted  strikes.  For  that  reason,  we 
must  realize  that  industrial  peace  cannot  be  achieved  merely  by  laws 
directed  apiinst  labor  unions. 

During  the  last  decade  and  a  half,  we  have  established  a  national 
lain)!*  policy  in  this  country  based  up<tn  free  collective  barjjaininjj:  as 
the  process  for  detennininj;  wa<ies  and  workinjr  conditions. 

This  is  still  the  national  policy. 

It  should  continue  to  be  tlie  national  policy. 

But  as  yet,  not  all  of  us  have  learned  what  it  means  to  barirain  freely 
and  fairly.  Nor  have  all  of  us  leartied  to  carry  the  mutual  responsi¬ 
bilities  that  accompany  the  ripht  to  bar<rain.  There  have  been  abuses 
and  harmful  practices  which  limit  the  elTectiveness  of  our  system  of 
collective  barjraininfr.  Furthermore,  we  have  lacked  sullicient  frov- 
ernmental  machinery  to  aid  labor  and  mana«rement  in  resolvinjj  dif¬ 
ferences. 

Certain  lalwr-mana^ement  problems  need  attention  at  once  and  cer¬ 
tain  others,  by  reason  of  their  complexity,  need  exhaustive  investifjja- 
tion  and  study. 

We  should  enact  lefrislation  to  correct  certain  abuses  and  to  provide 
additional  Governmental  assistance  in  bar^ainiiiG.  But  wr  should 
also  concern  ourselves  with  the  basic  causes  of  lalxir-manafrement  dif¬ 
ficulties.  y'- 

In  the  li^ht  of  these  cojisiderations.  I  propose  to  you  and  iKjre  yieir 
cooperation  in  effecting  the  following  four-point  program  to  reduce 
industrial  strife: 

Point  number  one  is  the  early  enactment  of  legislation  to  prevent 
certain  unjustifiable  practices. 

First,  under  this  point,  are  jurisdictional  strikes.  Tn  such  strikes 
the  public  and  the  employer  are  innocent  bystanders  who  are  injured 
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by  ii  collision  between  rival  unions.  This  typ  of  dispute  hurts  pro- 
<luct  ion,  industry,  and  the  public — and  labor  itself.  1  consider  juris¬ 
dictional  strikes  indefensible. 

'I  he  National  Labor  Kelations  .Vet  provides  procedures  for  deter¬ 
mining  which  union  represents  the  employees  of  a  ^larticular  em- 
j'loyer.  In  some  jurisdictional  disputes,  however,  minority  unions 
strike  to  compel  em|)l()yers  to  deal  with  them  despite  a  lejral  duty  to 
i»ar<xain  with  the  majority  union.  Strikes  to  compel  an  employer  to 
violate  the  law  are  inexcusable.  Lej^islation  to  prevent  such  strikes 
is  clearly  desirable. 

.Vnother  form  of  interunion  disagreement  is  the  jurisdictional  strike 
involving  the  ‘piestion  of  which  labor  union  is  entitled  to  perform  a 
particular  task.  When  rival  unions  are  unable  to  settle  such  disputes 
themselves,  provision  must  be  made  for  peaceful  and  binding;  deter¬ 
mination  of  the  issues. 

A  second  unjustifiable  practice  is  the  secondary  boycott,  when  used 
to  further  jurisdictional  disputes  or  to  compel  employei*s  to  violate 
the  National  Labor  Relations  Act. 

Not  all  secoiulary  boycotts  are  unjustified.  We  must  jttdge  them 
on  the  basis  of  their  objectiv<‘.s.  For  example,  boycotts  intended  to 
protect  wa^e  rates  and  working  conditions  should  b<*  distinj'iiished 
from  those  in  furtherance  of  jurisdictional  disputes.  'Fhe  structure  of 
industry  sometimes  requires  unions,  as  a  matter  of  .self-pre.servation, 
to  extend  the  c(»nflict  beyoiul  a  iiarticular  employer.  There  should  be 
no  blanket  prohibition  ajj;ainst  boycotts.  The  appropriate  <;oal  is  leg¬ 
islation  which  prohibits  .secondary  boycotts  in  pursuance  of  unjustifi¬ 
able  objectives,  but  does  not  impair  tbe  unions  ri<;ht  to  preserve  its 
own  existence  and  the  <;ains  made  in  genuine  collective  barji;aininjr. 

A  third  practice  that  should  1h'  corrected  is  the  u.se  of  economic  force, 
by  either  labor  or  manaj;ement,  to  decide  issues  arising:  out  of  the  inter- 
pnMation  of  existing:  contracts. 

Collective  barjraining:  ajrreements,  like  other  contracts,  should  be 
faithfully  adhered  to  by  both  parties.  In  the  most  enlig:htened  union- 
mana^fement  relationship.s,  disjmtes  over  the  interpretation  of  contract 
terms  are  settled  ]>eacefully  by  neg:otiation  or  arliit  ration.  I>*g:islation 
.should  1m'  enacted  to  provide  machinery  whereby  unsettled  disputes 
concerning:  the  inter|)retation  of  an  existing:  ag:reement  may  be  referred 
by  either  party  to  final  and  binding;  arbitration. 

Point  number  two  is  the  extension  of  the  facilities  within  the  Depart- 
m»*nt  of  Labor  for  assisting  collective  bargaining. 

One  of  our  ilifliculties  in  avoiding  labor  strife  arises  from  a  lack  of 
<»rder  in  the  collwt ive-bargaining  process.  The  jiarties  often  do  not 
have  a  rloar  understanding  of  their  responsibility  for  settling  disputes 
through  their  own  negotiations.  We  constantly  .^ee  in.stances  where 
lalHir  or  management  resorts  to  economic  force  without  exhausting  the 
po.ssibilities  for  agreement  through  the  bargaining  process.  Neither 
the  parties  nor  the  Government  have  a  definite  yardstick  for  deter¬ 
mining  when  and  how  Government  assistance  should  be  invoked, 
'riiere  is  need  for  integrated  governmental  machineiw  to  provide  the 
successive  steps  of  mediation,  voluntary  arbitration,  and — ultimately 
in  ajipropriate  cases — a.scertainment  of  the  facts  of  the  dispute  and  the 
reporting  of  them  to  the  public.  Such  machinery  would  facilitate 
and  expedite  the  settlement  of  disputes. 
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Point  nninbor  three  is  tlie  broadenin*;  of  onr  j)ro<rram  of  social  lej^is- 
lation  to  alleviate  the  causes  of  workers’  insecurity. 

On  June  11,  104(5.  in  my  inessajje  vetoing;  the  (’ase  bill.  1  made  a 
comprehensive  statement  of  my  views  concerning;  labor-mana«;ement 
relations.  I  sai<i  then,  and  I  i^peat  now,  that  (he  solution  of  lalH)r- 
mana<;ement  ditliculties  is  to  be  found  not  only  in  le«;isla(ion  dealin*; 
directly  with  labor  relations,  but  also  in  a  program  desi«;ned  to  remove 
the  causes  of  insecurity  felt  by  many  workers  in  our  industrial  society. 
In  this  connection,  for  e.xample.  the  Confrrcss  slnudd  consider  the  exten¬ 
sion  and  broadeninj;  of  our  social  security  system,  better  housin*;,  a 
comj^rehensive  national  health  pi’oj;ram,  and  provision  for  a  fair 
minimum  wape. 

Point  numl)er  four  is  the  appointment  of  a  'remj)orary  Joint  Com¬ 
mission  to  inquire  into  the  entire  field  of  labor-manaf;t‘ment  relations. 

I  recommend  that  the  Conjxress  |)rovide  for  the  apj)ointment  of  a 
Tempoi  ary  Joint  Commission  to  undertake  this  broad  study. 

The  President,  the  Conj;ress,  and  manairement  and  labor  have  a 
continuing  responsibility  tocoojK'rate  in  seeking  and  tindin;;  the  solu¬ 
tion  of  these  ju'oblems.  I  therefore  recommend  that  (he  C’ommission 
be  composed  as  follows:  1*2  to  chosen  by  the  Conj;ress  fi-om  the 
members  of  botli  parties  in  the  House  and  the  Senat<‘,  and  H  tepie- 
sentinj;  the  public,  mana<;ement,  and  labor,  to  be  appointed  by  tin* 
President. 

'riie  Commission  sliould  1h'  charged  with  invest i^at ini;  and  making 
recommendations  upon  certain  major  subjects,  amon^  others: 

First,  the  sj^ecial  and  unique  prol>lem  of  Nat  ion-wide  st lakes  in  vital 
industries  affectinf;  the  public  interest.  In  part  iiailar,  the  C'ommission 
should  examine  into  the  (piestion  of  how  to  settle  or  jiievent  such  st  rikes 
without  endan<;erin£r  our  general  demo<a  atic  freedoms. 

I"pon  a  pi’oper  soluti(*n  of  this  problem  may  depend  the  whole 
industrial  future*  of  the  Ignited  States.  The  paraly/.inj;  e*fTe<'ts  of  a 
Xation-wide  sti-ike  in  such  indust  rie's  as  t  ranspeutation.  coal,  oil,  steel, 
or  communications  can  result  in  national  disaster.  have  been  able 
to  avoid  such  disaster,  in  recent  years,  only  by  the  use*  of  extraordinary 
war  j)owers.  All  those  powei*s  will  s<Kin  be  <;on<‘.  In  tlu'ir  place  there 
must  Ih‘  created  an  adc'quate  system  and  e*ff‘ective  machinery  in  these 
vital  fields.  This  problem  will  reejuire  earefid  study  and  a  b(»ld  ap¬ 
proach,  but  an  approach  consistent  with  the  prc'servation  of  the  ri<;hts 
of  our  peojile.  The  in‘ed  is  jiressinj;.  'I'he  C’ommi.ssion  should  ^ive  this 
its  earliest  attention. 

Second,  the  Ix'st  methods  and  pr(K‘ednres  for  carrying  out  tlu*  collec- 
tive-barefaininp  process.  4'his  should  include  the  responsibilities  of 
labor  and  manafrement  to  nejrotiate  freely  and  fairly  "ith  eacn  other, 
and  to  refrain  from  strikes  or  lockouts  until  all  possibilities  of  nego¬ 
tiation  have  been  exhausted. 

Thinl,  the  underlying;  causes  of  1abor-mana<;eme!it  disputes. 

Some  of  the  subjects  presented  here  for  invest  i<;at ion  involve  lon^- 
ran<;e  study.  Others  can  be  considered  immediatelv  bv  the  Commis¬ 
sion  and  its  recommendations  can  Ik*  submitted  to  the  Congress  in  the 
near  future. 

1  recommend  that  this  Commission  make  its  first  report,  including; 
specific  legislative  recommendations,  not  later  than  March  1,5,  1947. 


